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The claimant was interviewed and assessed. His
undertaking was limited to 50%. The Case Manager
liaised with an orthopedic surgeon, who referred her
to Mokopane Hospital. They promptly assisted the
claimant with a new prosthesis, but the material for the
lining was unavailable. The Case Manager eventually
obtained the lining from another service provider at no
cost. The material was taken to Mokopane Hospital and
the prosthesis was completed.

The claimant was previously limited in performing daily
activities and extramural activities, but he is no longer
dependent on friends to assist him, his social life has
improved, and he is performing at maximum potential.

CASE STUDY 3: MR M, PRETORIA

Mr. M was only 16 years old when he was struck by a

motor vehicle while riding his bicycle. Mr. M, in matric
at the time, became a paraplegic as a result of the
accident. The Case Manager found him living in a flat
with his brother who was looking after him. He managed
to complete his schooling and enrolled for a part-time
computer course.

His brother was appointed as his caregiver. He bought
a car and the RAF paid for the installation of the hand-
controls, which has enabled him to drive the car. He
received a wheelchair and a cushion, as well as an
ongoing supply of linen savers, catheters and others
items required.

In February 2008, Mr. M became one of the few disabled
people employed by the RAF — an initiative by the CEO.
Mr. M today is a happy South African citizen, contributing
to the economy in a unique way, despite the obstacles
he has had to deal with.
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SECTION 6

i

6.1 THE RAF BOARD

The Board of the RAF is responsible for determining the
overall direction of the RAE This is done through a three-
year rolling strategic plan submitted to the Executive
Authority for approval on or before 30 September of
every year, in compliance with Treasury Regulation 30.

The Board is also responsible for formulating and
implementing policies that are necessary to achieve the
RAF’s strategic goals and maintain good governance.

The Board is tasked with monitoring the efficiency and
effectiveness of management and renders support to
managementinimplementing the strategies and policies
of the Board. The onus to provide effective, compliant
corporate governance is collectively assumed by the
Board. The Board is governed by the RAF Corporate
Charter, which details the roles, structures and functions
of the Board, its various Board Committees, Chairs and
Chief Executive Officer. The current Board comprises a
majority of Non-executive Directors with only the CEO
as an executive member. The Board is appointed on a
three-year term which commenced on 1 August 2006.

The Directors of the RAF regard corporate governance as
fundamental to the success of the business and are fully
committed to ensuring that good corporate governance
is practised in order for the RAF to remain a sustainable
and viable business of global stature. The RAF ensures
that its processes and practices are reviewed on an
ongoing basis to:

* Ensure compliance with legal obligations;

e Ensure the maintenance of appropriate internal
controls and risk management policies and
practices;

* Ensure the use of RAF funds in an economic, efficient

and effective manner; and
e Ensure adherence to good corporate governance
practices that are continually benchmarked.

Our processes and practices are underpinned by the
principles of openness, integrity and accountability and
an inclusive approach that recognises the importance
of all stakeholders with respect to the viability and
sustainability of RAE  The Board ensures this approach
is followed and supports the organisation in driving
these principles within the RAF context.

6.2 BOARD STRUCTURE

The RAF has a unitary board structure currently
comprising of eight Non-executive Directors and
one Executive Director who is the CEO. The Board is
appointed by the Minister of Transport (“the Minister”),
who exercises control over the RAF on behalf of the
Government of the Republic of South Africa. The Road
Accident Fund Act, 1996 (Act No. 56 of 1996) (“the
RAF Act”) provides that the Minister shall appoint the
Chairperson, Vice Chairperson and Non-executive
Directors of the RAE The Minister also appoints the CEO
on such terms and conditions as may be determined by
the Board.

The standard term of a Non-executive Director is three
years. Non-executive Directors are eligible for re-
appointment for a further two terms of three years.

The Executive Management team is appointed by
the CEQ, after consultation with the Board. Executive
Management are employed on the basis of either a
standard permanent employment contract or a fixed-
term contract. The maximum duration of fixed-term
contracts is three years.
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The Board is required to meet as often as the business
of the RAF requires, but at least once a year.

Directors have unrestricted access to the advice and
services of the Corporate Secretary. In addition, the
Directors are entitled to obtain independent, professional
advice at RAF’s expense where they deem it necessary.

6.3 BOARD COMPOSITION

Members of the Board

|.MrV Mahlangu (Acting Chairman of the Board)
2. Ms KE Moloto-Stofile

3.MrT Moyo

4. Prof. CJB Greeff

5. Dr AKA Dasoo

6.Ms HG Motau

7.Mr SA Msibi

8.Ms KR Manana (Director-General Transport — Designee)
9.Mr JRD Modise (CEO)

Chairman’s Committee

|.MrV Mahlangu (Chairman)

2.MrT Moyo (Chairman — Risk Committee)

3.Ms HG Motau (Chairperson — Audit Committee)
4. Prof. CJB Greeff (Chairman — Claims Committee)

Corporate Secretary

|.Ms JR Cornelius (Corporate Secretary)
— Appointed | October 2006

6.4 POWERS AND FUNCTIONS
OF THE BOARD

According to section 11 of the Road Accident Fund Act,
1996 (Act No. 56 of 1996):
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(1) “The Board shall, subject to the powers of the
Minister, exercise overall authority and control over
the financial position, operation and management of
the Fund, and may inter alia:

(@) Make recommendations to the Minister in respect
of:

() The Annual Budget of the Fund;

(i) Any amendment to this Act;

(i) Entering into an agreement with any
institution referred to in section 9;

(iv) (This sub-paragraph was deleted by section
4 of Act No. 19 of 2005 with effect from 31st
July 2006.)

(v) Any regulation to be made under this Act.

(b) Terminate the appointment of any agent and
determine conditions on which such appointment
is effected or terminated;

(c) Approve the appointment, determination of
conditions of employment and dismissal by the
Chief Executive Officer of staff of the Fund on
management level,

(d) Approve internal rules and directions in respect
of the Management of the Fund,;

(e) Approve loans made or given by the Fund;

() Approve donations for research in connection
with any matter regarding injuries sustained in
motor vehicle accidents;

(9) Determine guidelines inrelation to the investment
of the money of the Fund; and

(h) Delegate or assign to the Chief Executive Officer
and any member of the staff of the Fund any
power or duty of the Board as it may deem fit,
but shall not be divested of any power or duty
so delegated or assigned, and may amend or
withdraw any decision made by virtue of such
delegation or assignment.

(2) The Board may report to the Minister of Transport
as often as it deems necessary, but shall at least
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CORPORATE GOVERNANCE

SECTION 6

once during a financial year, or when requested by

the Minister to do so, report to the Minister regarding

matters dealt with during that year, or as requested
by the Minister.

(8) A quorum for any meeting of the Board shall be a

majority of its voting members.

(4) The Board shall meet as often as the business of the

Fund may require.

(5) (a) The Members of the Board referred to in section
10(1)(a) shall be reimbursed by the Fund for
all reasonable expenses incurred in attending
meetings of the Board.

(b) Members of the Board shall be remunerated by
the Fund for services rendered as such Members,
and reimbursed for all reasonable expenses
incurred in attending meetings of the Board;
provided that the Chairperson of the Board may
receive such higher remuneration than that of the
other members, as may be determined by the
Board.

(6) (a) Resolutions of the Board shall, whenever

practicable, be taken on the basis of consensus.

(b) If consensus cannot be reached and except

where otherwise expressly provided, all matters

before the Board shall be decided by a majority
of the votes cast.”

6.5 BOARD COMMITTEES

The Corporate Charter of the RAF outlines the functions of
the Committees of the Board including the composition,
role and responsibilities, delegated authority and meeting
requirements in respect of each of the Committees.

The Board has established the following Committees:

e Audit Committee;
¢ Risk Management Committee;

Claims Committee;

* Remuneration and Human Resources
Committee; and

e Chairman’s Committee (ad hoc).

The Board retains full and effective control over the
operations of the organisation and has delegated some
of its powers to Committees, the CEO and Executive
Management through a delegation of authority
framework. The delegation of authority does not dilute
the duties, responsibilities, and accountability of the
individual Directors and the Board as a whole.

6.5.1 Audit Committee

Member Role

Ms Grathel Motau Chairperson
MrTodani Moyo Member
Prof. Caspar Greeff Member

Mr Sifiso Msibi Member

The Board of the RAF, as the Accounting Authority, has
established an Audit Committee in compliance with
the Public Finance Management Act 1999, (Act No. 1
of 1999) (PFMA), as well as the Treasury Regulations
issued in terms of the PFMA.

The Committee consists of four Non-executive Directors.
The CEO is an ex officio member of the Committee.
The Chairperson is appointed by the Board and is an
independent, Non-executive Director of the Board. The
Chairperson of the Board is not eligible to chair the Audit
Committee. The majority of the persons serving on this
Board are financial specialists.

The Audit Committee meets at least four times a year,
but may meet more frequently when necessary. The
Committee may invite the Chairperson of the Board, the
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Chief Financial Officer, external auditors or the Senior
Internal Audit Manager, or any other person to attend
meetings. The Committee meets with the Auditor-
General, or an external auditor, at least annually to
ensure that there are no unresolved issues of concern.

The overall objective of the Audit Committee is to assist
the Board of the RAF in ensuring that management has
created and maintained effective risk management,
and an effective internal control environment in the
organisation, and that management demonstrates and
stimulates the necessary respect of the internal control
and governance structures for the achievement of the
objectives and goals of the organisation, as well as the
management of risks to an acceptable level.

The five main areas of responsibility of the Committee
are:

* To review the risk management and internal control
structures including the appropriateness and
effectiveness of the risk management strategies,
financial control, accounting and reporting systems;

* To review the operations and effectiveness of the
Internal Audit function;

e Liaising with external auditors and the Auditor-
General;

* Monitoring compliance of the RAF with legal
requirements; and

* Monitoring of compliance with the RAF's Code of
Conduct.

An Internal Audit Charter and annual Internal Audit Plan,
reviewed and approved by the RAF’s Audit Committee,
governs Internal Audit activities within the RAE Progress
in respect of this Charter and plan is reported regularly
to the Audit Committee.
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6.5.2 Remuneration and Human
Resources Committee

Member Role

MrVeli Mahlangu Chairman
Dr Aslam Dasoo Member
Ms Khibi Manana Member

Ms Kealeboga Moloto-Stofile | Member

Mr Sifiso Msibi Member

The Board of the RAF has also established a Remuneration
and Human Resources Committee (‘REMCOQO”). This
Committee consists of four Non-executive Directors.
The CEO is an ex officio member of the Committee.
The Chairperson is appointed by the Board and is an
independent, Non-executive Director. The Committee
meets twice a year or as often as necessary.

REMCO is responsible for developing and implementing a
competitive Human Resources Strategy to ensure that the
RAF is able to attract, retain and develop the best possible
talent to support superior business performance. The
objective is to create an organisational culture, structure
and processes that seek to support the development of
people and the optimisation of their potential. The Human
Resources Strategy forms part of the strategic plan and
REMCO is responsible for enforcing, monitoring and
auditing development and progress.

The functions of REMCO include, but are not limited to:

* Developing appropriate human resources policies
for the RAF;

e Setting up a remuneration structure for Executive
Management and the rest of the organisation;

* Implementing and monitoring a performance
management system; and
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SECTION 6

e Monitoring the implementation of the RAF’'s Human
Resources Strategy, Employment Equity Policy and
Skills Development Plan.

6.5.3 Claims Committee

* Overseeing legislative amendments pertaining to
the RAF Act.

6.5.4 Risk Management Committee

Member Role
Prof. Caspar Greeff Chairman
Dr Aslam Dasoo Member
Ms Kealeboga Moloto-Stofile | Member
Ms Grathel Motau Member
MrTodani Moyo Member

Member Role
MrTodani Moyo Chairman
Dr Aslam Dasoo Member
Mr Sifiso Msibi Member
Ms Grathel Motau Member
Prof Caspar Greeff Member

The Board of the RAF has also established a Claims
Committee. This Committee consists of five Non-
executive Directors. The CEO is an ex officio member
of the Committee. The Chairperson is appointed by the
Board and is an independent, Non-executive Director.
The Committee meets four times a year or as often as
necessary.

The Chief Operations Officer and other Executives attend
meetings of the Claims Committee, as required.

The functions of this Committee include, but are not
limited to the following:

* The setting up of appropriate policies and procedures
relating to all aspects of claims administration;

* Approving strategies relating to the streamlining of
activities in the claims operations and improvement
of service delivery;

* Monitoring the performance of the claims operations
of the RAF;

* Monitoring settlement of claims in excess of
R5 million; and

The Board of the RAF has established a Risk Management
Committee in compliance with the PFMA, as well as the
Treasury Regulations issued in terms of the PFMA.

The Committee consists of five Non-executive Directors
appointed by the Board. The Chairmanis an independent,
Non-executive Director of the Board. The CEO is an
ex officio member of the Committee. The Committee
Chairman is knowledgeable of the status of the position,
and has the requisite business, financial and leadership
skills.

This Committee meets at least four times a year, but may
meet more frequently when necessary. The Committee
may invite the Chairman of the Board, the Chief Financial
Officer or any other person to attend meetings.

The roles and responsibilities of the Risk Management
Committee include:

e Monitoring of the quality, integrity and reliability of
the organisation’s risk management;

e Assisting the Board in the discharge of its duties
relating to corporate risk accountability;
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* Reviewing and assessing the integrity of risk control
systems and ensuring that risk policies and strategies
are in place and are effectively managed:;

* Monitoring of external development relating to the
practice of corporate risk accountability and the
reporting of specifically associated risks, including
emerging external risk trends and impacts on the
RAF;

* Reviewing the RAF’s reports detailing the adequacy
and overall effectiveness of the risk management
process; and

* Reviewing the reinsurance protection for the RAF,
including type of cover, limits and deductibles, and
ensuring that the Board is alerted to uninsured and
uninsurable risks.

A Risk Management Policy and Risk Management
Framework have been approved that are supported by
strong risk management methodologies overseen by the
Risk Management Committee. A senior Risk Manager
oversees the operational aspects of risk management
within the RAF

On an annual basis, the Board undertakes a Risk
Assessment whereby the top ten risks of the organisation
are identified. A full Risk Strategy is then developed to
address the identified risks. The current list of the top ten

Road Accident Fund

WD '\

AT

%0 Y

/

ub.
V06,

risks identified by the Board is as follows:

* Solvency;

* Regulatory environment;

* Economic business model;

* Fraud by external and internal parties;

* Systems and processes to support the business;

* Rate of increase in the number of accidents -
increased in claims lodged;

* Stakeholder management, marketing and
communications;

* Human resource capital;

* Governance and leadership; and

* Business continuity.

6.5.5 Chairman’s Committee

The Chairman’s Committee is an ad hoc committee that
meets as and when required by the Board to deal with,
amongst others, matters on an emergency basis that
cannot be dealt with through special Board meetings.

The committee did not have a need to meet during the
year under review.
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6.7 SHAREHOLDER COMPACT

The RAF concludes, on an annual basis, a Shareholder
Compactand a Performance Agreement (“the Compact”)
with its Executive Authority, the Minister of Transport. The
Compact documents the key performance indicators
(KPIs) to be attained by the RAF as agreed between the
Board and the Minister.

The Compact serves to promote and encourage good
governance practices within the RAF, by clarifying the
respective roles and responsibilities of the Board and the
Minister.
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The Compact provides the Minister with the mechanism
to direct the activities of the RAF in line with the national
strategic objectives of Government.

The performance objectives agreed with the Minister for
the current financial year are contained on pages 84 to
87.

The RAF’s performance against these objectives has
been audited by the Auditor-General and his report is
contained on pages 115 to 117 of this Annual Report.
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6.8 THE PUBLIC FINANCE

MANAGEMENT ACT, 1999

The Public Finance Management Act, 1999 (Act No. 1
of 1999) (“PFMA’) provides strong guidance to public
entities on good corporate governance. The Board has
developed a dedicated capacity to ensure compliance
with the PFMA. The responsibilities of the Board, as
defined in section 51 of the PFMA, include taking
appropriate action to ensure:

e Economic, efficient, effective and transparent
systems of financial, risk management and internal
controls;

e A system is maintained for properly evaluating all
major capital projects prior to a final decision on
each project;

e The implementation of appropriate and effective
measures to prevent unauthorised, irregular or
fruitless and wasteful expenditure, expenditure not
complying with legislation, or losses from criminal
conduct;

* All revenues due to the RAF are collected;

* The economic and efficient management of available

working capital; and

* The definition of objectives and the allocation of
resources in an economic, efficient, effective and
transparent manner.

6.9 CODE OF CONDUCT AND
ETHICAL STANDARDS

An approved Code of Conduct which should be read
in conjunction with the Conflict of Interest policy defines
the RAF’s organisational values and requires adherence
by directors, employees and contractors to the RAF
in accordance with the ethics prescribed in these
documents.

The purpose of the Code of Conduct and the Conflict
of Interest policy is to set ethical standards and values
applicable to all directors, employees and contractors
of the RAE

These documents are intended to assist in fostering
adherence to the highest ethical standards within the

RAF and to clarify issues, policies and protocols relating
to fraud, corruption and unacceptable conduct.

=
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS
AND PERFORMANCE INFORMATION OF THE ROAD ACCIDENT FUND FOR THE YEAR
ENDED 31 MARCH 2008

REPORT ON THE
FINANCIAL STATEMENTS

Introduction

1.

| have audited the accompanying financial
statements of the Road Accident Fund (RAF) which
comprise the statement of financial position as at
31 March 2008, statement of financial performance,
statement of changes in net assets and cash flow
statement for the year then ended, and a summary of
significant accounting policies and other explanatory
notes, as set out on pages 124 to 172.

Responsibility of the accounting authority for the

financial statements

2.

The accounting authority is responsible for the
preparation and fair presentation of these financial
statements in accordance with the basis of
accounting determined by National Treasury, as
set out in accounting policy note 2.1 to the financial
statements and in the manner required by the Public
Finance Management Act, 1999 (Act No. 1 of 1999)
(PFMA) and the Road Accident Fund Act, 1996 (Act
No. 56 of 1996). This responsibility includes:

e designing, implementing and maintaining
internal control relevant to the preparation and
fair presentation of financial statements that are
free from material misstatement, whether due to
fraud or error

* selecting and applying appropriate accounting
policies

* making accounting estimates that are reasonable
in the circumstances.

Responsibility of the Auditor-General

3.

5.

Annual Report 2008

As required by section 188 of the Constitution of the
Republic of South Africa, 1996 read with section 4
of the Public Audit Act, 2004 (Act No. 25 of 2004),
my responsibility is to express an opinion on these
financial statements based on my audit.

| conducted my audit in accordance with the
International Standards on Auditing and General
Notice 616 of 2008, issued in Government Gazette
No. 31057 of 15 May 2008. Those standards require
that | comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance
whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the financial statements. The procedures selected

Road Accident Fund

depend on the auditor's judgement, including the

assessment of the risks of material misstatement

of the financial statements, whether due to fraud or

error. In making those risk assessments, the auditor

considers internal control relevant to the entity’s

preparation and fair presentation of the financial

statements in order to design audit procedures

that are appropriate in the circumstances, but not

for the purpose of expressing an opinion on the

effectiveness of the entity’s internal control.

An audit also includes evaluating the:

* appropriateness of accounting policies used

* reasonableness of accounting estimates made
by management

» overall presentation of the financial statements.

| believe that the audit evidence | have obtained is

sufficient and appropriate to provide a basis for my

audit opinion.

Basis of accounting

8. The RAF’s policy is to prepare financial statements on
the basis of accounting determined by the National
Treasury, as set out in accounting policy note 2.1 to
the financial statements.

Opinion

9. In my opinion the financial statements present

fairly, in all material respects, the financial position
of the RAF as at 31 March 2008 and its financial
performance and cash flows for the year then
ended, in accordance with the basis of accounting
determined by the National Treasury as set out
in note 2.1 to the financial statements and in the
manner required by the PFMA.

Emphasis of matter
Without qualifying my audit opinion, | draw attention to
the following matter(s):

Going concern
10. With reference to the paragraph on page 120 and

on page 121 of the report by the board, the annual
financial statements indicate that the RAF has not
been solvent for a number of years.

The financial statements furthermore show that
the RAF’s total liabilities exceeded total assets
by R27,828 million (2007: R20,241 million) at
31 March 2008.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS
AND PERFORMANCE INFORMATION OF THE ROAD ACCIDENT FUND FOR THE YEAR
ENDED 31 MARCH 2008 (CONTINUED)

This was mainly attributable to the long-term provision for outstanding claims amounting to R21,287 million at year-
end (2007: R18,755 million) while the short-term provision included in net current liabilities amounted to R9,052
million (2007: R5,180 million). Contributing further to the financial position was the fact that the amount of claims
processed by the RAF during the financial year exceeded the fuel levy received. The RAF also recorded a net
deficit of R7,587 million for 2008 (2007: R1,859 million).

The above conditions indicate the existence of a material uncertainty which may cast significant doubt about the
RAF’s ability to continue as a going concern.

The RAF has entered into negotiations to obtain the required funding to improve the current position.

OTHER MATTERS
11. | draw attention to the following matter that relate to my responsibilities in the audit of the financial statements:

Matters of governance

12. The PFMA tasks the accounting authority with a number of responsibilities concerning financial and risk
management and internal control. Fundamental to achieving this is the implementation of certain key governance
responsibilities, which | have assessed as follows:

Matter of governance Yes No

Audit committee

*  The public entity has an audit committee. V

*  The audit committee operates in accordance with approved J
written terms of reference.

*  The audit committee substantially fulfilled its responsibilities
for the year, as set out in section 77 of the PFMA and Treasury v
Regulation 3.1.10/27.1.8.

Internal audit

*  The public entity had an internal audit function in operation
th i v
roughout the financial year.

*  The internal audit function operates in terms of an approved J
internal audit plan.

e The internal audit function substantially fulfilled its responsibilities J
for the year, as set out in Treasury Regulation 3.2/27.2.

Other matters of governance

The annual financial statements were submitted for audit as per the J
legislated deadlines (section 55 of the PFMA).
The financial statements submitted for audit were not subject to any J

material amendments resulting from the audit.

No significant difficulties were experienced during the audit
concerning delays or the unavailability of expected information and/or N
the unavailability of senior management.

The prior year's external audit recommendations have been
e \
substantially implemented.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS
AND PERFORMANCE INFORMATION OF THE ROAD ACCIDENT FUND FOR THE YEAR
ENDED 31 MARCH 2008 (CONTINUED)

OTHER REPORTING RESPONSIBILITIES

Report on performance information
13. I have reviewed the performance information as set out on pages 84 to 87.

Responsibilities of the accounting authority

14. The accounting authority has additional responsibilities as required by section 55(2)(a) of the PFMA to ensure
that the annual report and audited financial statements fairly present the performance against predetermined
objectives of the public entity.

Responsibility of the Auditor-General

15. | conducted my engagement in accordance with section 13 of the Public Audit Act, 2004 (Act No. 25 of 2004) read
with General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008.

16. In terms of the foregoing my engagement included performing procedures of an audit nature to obtain sufficient
appropriate evidence about the performance information and related systems, processes and procedures. The
procedures selected depend on the auditor’s judgement.

Audit findings (performance information)
17. | believe that the evidence | have obtained is sufficient and appropriate to report that no significant findings have
been identified as a result of my review.

Appreciation
18. The assistance rendered by the staff of the Road Accident Fund during the audit is sincerely appreciated.

Qud l‘"‘O e - Ge«\m)

—

Pretoria
31 July 2008

AUDITOR-GENERAIL

Po.!
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SECTION 7

Audit

In compliance with the PFMA and related Treasury
Regulations, the Board of the RAF has established
an Audit Committee as its sub-committee in order
to enhance its oversight responsibilities and good
governance of the RAF

The Audit Committee consists of four members
who are all Members of the Board, are financially
literate and possess diverse skills. The Chairperson is
knowledgeable of the status of the position and has
the requisite business, financial and leadership skills to
serve in this position.

During the year under review, the Audit Committee was
governed by a Charter and written Terms of Reference,
which were approved by the Board of the RAE The Terms
of Reference and the Charter are in line with the PFMA,
Treasury Regulations, the Standards of the Institute of
Internal Auditors, as well as the recommendations in
the King Il Report on Good Corporate Governance.

ommittee

Ms Grathel Motau

Chairperson of the Audit Committee

These documents are reviewed annually to ensure their
relevance.

The Committee was therefore responsible for performing
its duties as set out in the Terms of Reference, and these
included reviewing the following:

* The effectiveness of the RAF’s internal control
systems;

e Therisk areas of the RAF’s operations to be covered
in the scope of the internal and external audits;

* The accounting and auditing concerns identified as
a result of the internal or external audits;

* The RAF's compliance with legal and regulatory
provisions, in particular the Road Accident Fund
Act, 1996 (Act No. 56 of 1996); the Public Finance
Management Act, 1999 (Act No. 1 of 1999) (as
amended by Act 29 of 1999), (PFMA), as well as the
National Treasury Regulations;

e The activities of the Internal Audit Department,
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REPORT OF THE AUDIT COMMITTEE (CONTINUED)

including its work programmes, coordination with

the external auditors, the reports of significant

investigations and the responses of management to
specific recommendations;

e The independence and objectivity of the external
auditors;

* The review of Annual Financial Statements with
specific attention to:

e Underlying accounting policies or changes
thereto;

* Major estimates and managerial judgements;

» Significant adjustments flowing from the year-
end audit;

e Compliance with South African Statements
of Generally Accepted Accounting Practices
(GAAP), effective Standards of Generally
Recognised Accounting Practices (GRAP), the
PFMA and other statutory precepts; and

* The appropriateness of the going concern
assumption.

* The Audit Committee was also responsible for
a number of initiatives to improve the current
internal control environment during the year
under review, i.e.:

* Reviewing and approving of the Internal
Audit Department’'s Charter and Internal
Audit plan;

* Conducting investigations within its Terms of
Reference;

* Encouraging communication  between
Members of the Board, Senior and Executive
Management, and the Internal Audit
Department; and

* Overseeing the implementation of enterprise-
wide risk management processes.

The Audit Committee’s assessment of the internal control
environment is that the systems of internal control in
operation still require some improvements. The Audit
Committee will closely monitor progress against the
action plans that have been set by management.

During the year under review, the Audit Committee was
involved in the update of the Risk Register to ensure that
sufficient controls were implemented to address these
risks.

The Audit Committee has evaluated the Annual Financial
Statements of the RAF for the year ended 31 March 2008
and concluded that they comply, in all material respects,
with the requirements of the PFMA, and were prepared
in accordance with the South African Statements of
Generally Accepted Accounting Practices (GAAP)

Annual Report 2008 Road Accident Fund

including any interpretations of such Statements issued
by the Accounting Practices Board (the APB), with the
effective Standards of Generally Recognised Accounting
Practices (GRAP) issued by the Accounting Standards
Board (the ASB).

The Audit Committee agrees that the adoption of the
going concern premise is appropriate in preparing
the Annual Financial Statements. We have therefore
recommended the adoption of the Annual Financial
Statements by the Board, on the assumption that the
RAF continues to receive the financial support it requires
from the Government in order to meet its legislative
mandate.

MS HG MOTAU
Chairperson of the Audit Committee
31 July 2008
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SECTION 7

REPORT OF THE BOARD FOR THE FINANCIAL YEAR ENDED 31 MARCH 2008

Introduction

The Board presents its report which forms part of the
Annual Financial Statements of the Road Accident Fund
(RAF) for the year ended 31 March 2008 to the Minister
of Transport, the Executive Authority in terms of section
55(1)d) of the Public Finance Management Act, 1999
(Act No. 1 of 1999), as amended by Act 29 of 1999.
(PFMA)

The RAF, as established by the Road Accident Fund
Act, 1996 (Act No. 56 of 1996), (RAF Act), is listed as a
national public entity in accordance with schedule 3A of
the PFMA. The Board acts as the accounting authority in
terms of the PFMA.

Board and Secretary of the Road
Accident Fund

The Minister re-appointed the current Board for a term of
three years, which commenced on 1 August 2006 and
will end on 31 July 2009.

The Board and Corporate Secretary at the date of this
report are as follows:

Current Board

Non-executive Board Members

Mr V Mahlangu (Acting Chairman)

Mr T Moyo

Prof. CJB Greeff

Dr AKA Dasoo

Ms HG Motau

Ms KR Manana (Director-General Designee)
Mr SA Msibi

Ms KE Moloto-Stofile

The Director-General of the National Department
Transport or any other senior officer in the Department
of Transport, designated by him or her for a particular
purpose, serves as an ex officio member of the Board.

Executive Board Member
Mr JRD Modise (Chief Executive Officer)

Chief Financial Officer
Mr A Gernandt

Corporate Secretary
Ms JR Cornelius

Principal Activities

The RAFis principally engagedin providing compensation
to persons who have suffered loss or damage wrongfully
caused by motor vehicle accidents in South Africa.
Claims to the value of R8,8 billion were settled in cash
during this reporting period (2007: R6, 6 billion).

Solvency and Going Concern

The going concernbasis was used in preparing the Annual
Financial Statements. The Board and Management are
committed to determine how the growing deficit can be
contained or reversed, and will continue to deal with the
financial position of the RAF to the best of their ability.

To this end, the RAF has engaged National Treasury and
the Department of Transport in discussions to resolve
the short-, medium- and long-term funding position of
the RAF The RAF will continue to work together with
these stakeholders in order to devise a comprehensive
solution to address the long-term sustainability of the
organisation.

The table below depicts the total assets and the total
liabilities of the RAF over the past five years:

Annual Report 2008 Road Accident Fund
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REPORT OF THE BOARD FOR THE FINANCIAL YEAR ENDED 31 MARCH 2008 (CONTINUED)

2008 2007 2006 2005 2004
Analysis of Financial Position (Restated)

R'000 R'000 R'000 R'000 R'000
Total Assets 3296916 4207 589 4 359 675 | 707 643 768 002
Total Liabilities (31 124 667) (24 448 415) (22727 617) (21 572 755) (19 324 865)
Total net deficit (27 827 751) (20 240 826) (18367 942) (19865 112) (18 556 863)

- From the table above it is clear that the RAF has not been solvent for a number of years.
- The accumulated deficit has increased in the 2008 financial year as depicted in the table above.

Events Subsequent to Reporting Date

No undisclosed material events have taken place between the Statement of Financial Position date and the authorisation
of the Annual Financial Statements.

Addresses

The Road Accident Fund'’s office, postal and registered addresses are as follows:

Registered office/domicile: Postal address: Website address:
38 |da Street Private Bag X2003 www.raf.co.za
Menlo Park MENLYN

PRETORIA 0063

0081

C DNf——
L

MR V MAHLANGU MR JRD MODISE
Acting Chairman of the Board Chief Executive Officer
31 July 2008
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SECTION 7

STATEMENT OF RESPONSIBILITY BY THE BOARD OF DIRECTORS

The Public Finance Management Act requires the
Directors to ensure that the Road Accident Fund (RAF)
keeps full and proper records of its financial affairs. The
financial statements should fairly present the state of
affairs of the RAF, its financial results, its performance
against predetermined objectives and its financial
position at the end of the year in terms of the South
African Statements of Generally Accepted Accounting
Practices (GAAP) and the effective Standards of
Generally Recognised Accounting Practices (GRAP).

The financial statements are the responsibility of the
Directors. The external auditors are responsible for
independently auditing and reporting on the financial
statements.

The financial statements of the RAF have been prepared
in terms of GAAP and GRAR These financial statements
are based on appropriate accounting policies, supported
by reasonable and prudent judgements and estimates
and are prepared on the going concern basis.

The Directors have reviewed the RAF’s cash flow forecast
for the year ending 31 March 2009 and considered the
risks and challenges for the future. In light of this review
and the current financial position, they are satisfied
that the RAF has adequate resources or has access to
adequate resources to continue in operational existence
for the short-term future.

To enable the directors to meet the above-mentioned
responsibilities, the RAF Board of Directors sets standards
and implements systems of internal control. The controls
are designed to provide cost-effective assurance that
assets are safeguarded, and that liabilities and working
capital are efficiently managed.

Policies, procedures, structures and approval
frameworks provide direction, accountability and
division of responsibilities, and contain self-monitoring
mechanisms. The controls throughout the RAF focus
on those critical risk areas identified by operational risk
management and confirmed by Executive Management.
Both management and the Internal Audit department
closely monitor the controls and actions taken to correct
deficiencies as they are identified.

Based on the information and explanations given by
management and the Internal Audit department and
discussions held with the Auditor-General on the result
of their audits, the Directors are of the opinion that the
internal accounting controls are adequate to ensure that

the financial records may be relied upon for preparing
the financial statements, and accountability for the
assets and liabilities is maintained.

Nothing significant has come to the attention of the
Directors to indicate that any material breakdown has
occurred in the functioning of these controls, procedures
and systems during the year under review.

In the opinion of the Directors, based on the information
available to date, the financial statements fairly present
the financial position of the RAF at 31 March 2008 and
the results of its operations and cash flow information
for the year.

The financial statements of the RAF for the year ended
31 March 2008 have been approved by the Board of
Directors and signed on its behalf by:

N
/—/ji’, -

MR V MAHLANGU
Acting Chairman of the Board
31 July 2008
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Ms June Cornelius

Corporate Secretary

orporate secretary

| hereby certify that the RAF has lodged all returns as required by the Public Finance Management Act, 1999
(Act No. 1 of 1999), as amended by Act No. 29 of 1999.

//4#)5/1245

MS JR CORNELIUS
Corporate Secretary
31 July 2008
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SECTION 7

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2008

Notes 2008 2007
Restated
R’000 R’000
ASSETS
Current assets 3 154 067 4054 251
Cash and cash equivalents 6 | 192 406 2 404 363
Income receivable 7 | 894 433 | 592 000
Receivables 8 65 151 57 888
Inventories 9 2077 -
Non-current assets 142 849 153 338
Receivables 8 13359 22 384
Property, plant and equipment 10 128013 129 023
Intangible assets I | 477 | 931
Total assets 3296916 4207 589
LIABILITIES
Current liabilities 9 806 185 5 659 454
Payables and accruals 12 372 645 92 165
Unutilised Government grant 13 110133 196 480
Provision for outstanding claims 14 9052033 5180 164
Other provisions 15 271 374 190 645
Non-current liabilities 21 318 482 18 788 961
Payables and accruals 12 9 036 13 540
Employee benefits 17 21985 20219
Provision for outstanding claims 14 21 287 461 18 755 202
Total liabilities 31 124 667 24 448 415
NET DEFICIT (27 827 751) (20 240 826)
Revaluation reserve 16 58916 58916

Accumulated deficit

(27 886 667)

(20 299 742)

Total net liabilities

3296916

4207 589

Annual Report 2008

Road Accident Fund




« WD '\

av

0,70 Y

QUD¢

STATEMENT OF FINANCIAL PERFORMANCE
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008

Notes 2008 2007
Restated
R’000 R’000
REVENUE
Net fuel levies 18 8222048 7010 826
Investment income 19 179 734 237 612
Other income 20 625 273
Reinsurance income 21 2334 26 527
Government grant 13 - | 948
Total revenue 8404 741 7277 186
LESS EXPENSES
Claims expenditure 22 15404 072 8 630 203
Reinsurance premiums 23 27 237 4906
Staff costs 24.1 426 095 397 109
Administrative expenses 24.2 121 609 99 840
Finance costs 243 83 I8
Depreciation - property, plant and equipment 24.4 12116 339%
Amortisation - intangible assets 24.4 454 341
Total expenses 15991 666 9135813
DEFICIT FORTHE PERIOD (7 586 925) (1 858 627)
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STATEMENT OF CHANGES IN NET ASSETS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008

Notes Revaluation Accumulated Total
reserve deficit

R’000 R’000 R’000

Balance at 31 March 2006 previously stated - (18 367 942) (18 367 942)
Effect of prior year adjustment 5 - (73 173) (73 173)
Balance at 31 March 2006 restated - (18441 115) (18441 115)
Revaluation reserve 16 58916 - 58916
Operating deficit for the year - (1 858 627) (I 858 627)
Balance at 31 March 2007 58916 (20 299 742) (20 240 826)
Operating deficit for the year - (7 586 925) (7 586 925)
Balance at 31 March 2008 58916 (27 886 667) (27 827 751)

Annual Report 2008
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CASH FLOW STATEMENT
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008

Notes 2008 2007
Restated
R’000 R’000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts  : Fuel levies and other 8702760 6 560 890
: Reinsurance claims received 2334 26 527
Cash payments : Claims expenditure (8764 175) (6 599 875)
. Reinsurance premiums (27 237) (4 906)
. Other expenditure (1203 038) (I 489 470)
Net cash used in operating activities 25 (1 289 356) (I 506 834)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment income 174 565 237 612
Acquisition of property, plant and equipment 10 (32 323) (18213)
Acquisition of intangible assets I (65 192) -
Proceeds on disposal of property, plant and equipment 25 432 ['1]
Net cash flows generated by investing activities 77 482 219510
CASH FLOWS FROM FINANCING ACTIVITIES
Finance cost 243 (83) (18)
Net cash used in financing activities (83) (18)
Net decrease in cash and cash equivalents (1211 957) (1 287 342)
Cash and cash equivalents at beginning of period 2404 363 3691 705
Cash and cash equivalents at end of period 6 1192 406 2 404 363
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SECTION 7

NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIALYEAR ENDED 31 MARCH 2008

1. REPORTING ENTITY

The Road Accident Fund (RAF) is an entity domiciled in South Africa. The address of the RAF’s registered office is 38
Ida Street, Menlo Park, Pretoria. The RAF is responsible for the administration of a system of compensation as defined

in the Road Accident Fund Act, 1996 (Act No. 56 of 1996).

The financial statements were approved by the Board of Directors on 31 July 2008.

2, BASIS OF PRESENTATION
21 Statement of compliance

The financial statements have been prepared in accordance with the South African Statements of Generally Accepted
Accounting Practices (GAAP) including any interpretations of such Statements issued by the Accounting Practices
Board (the APB), with the effective Standards of Generally Recognised Accounting Practices (GRAP) issued by the
Accounting Standards Board (the ASB) replacing the equivalent GAAP statement as follows:

Standard of GRAP Replaced Statement of GAAP

GRAP I: Presentation of financial statements IAS | (AC 101): Presentation of financial statements
GRAP 2: Cash flow statements IAS 7 (AC 118): Cash flow statements

GRAP 3: Accounting policies, changes in accounting estimates IAS 8 (AC 103): Accounting policies, changes in accounting
and errors estimates and errors

Currently the recognition and measurement principles in the above GRAP and GAAP Statements do not differ or result
in material differences in items presented and disclosed in the financial statements. The implementation of GRAP 1, 2
and 3 has resulted in the following changes in the presentation of the financial statements:

Terminology differences

Standard of GRAP Replaced Statement of GAAP
Statement of financial performance Income statement

Statement of financial position Balance sheet

Statement of changes in net assets Statement of changes in equity

Net assets Equity

Surplus/ (deficit) Profit/ (loss)

Accumulated surplus/ (deficit) Retained earnings/ (loss)

Cash flow statement

The cash flow statement can only be prepared in accordance with the direct method.

Specific information

Specific information has been presented separately on the statement of financial position such as:
(a) Receivables from non-exchange transactions, including taxes and transfers;

(b) Taxes and transfers payable;
(c) Trade and other payables from non-exchange transactions;

Annual Report 2008 Road Accident Fund
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

Restrictions on cash balances

The amount and nature of any restrictions on cash
balances is required.

Budget information

Paragraph 11— 15 of GRAP 1 has not been implemented
due to the fact that the local and international budget
reporting standard is not effective for this financial year.
Although the inclusion of budget information would
enhance the usefulness of the financial statements, non-
disclosure will not affect the objective of the financial
statements.

2.2 Basis of measurement

The financial statements have been prepared on the
historical cost basis except for land and buildings which
are carried at their revalued amounts and other items
that are carried at their fair values as disclosed.

The methods used to measure fair values are discussed
further in note 3.19.

2.3 Functional and presentation
currency

These financial statements are presented in South
African Rand (ZAR), which is the RAF’s functional
currency. All financial information presented in ZAR has
been rounded to the nearest thousand.

2.4 Use of estimates and judgements

The preparation of financial statements requires
management to make judgements, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised

and in any future periods affected.

In particular, information about significant areas of

Annual Report 2008 Road Accident Fund

estimation, uncertainty and critical judgements in
applying accounting policies that have the most
significant effect on the amounts recognised in the
financial statements is included in note 3.17.

3. SIGNIFICANT ACCOUNTING
POLICIES

The accounting policies set out below have been applied
consistently to all periods presented in these financial
statements, except as set out in the relevant notes.

3.1 Foreign currency transactions

Transactions in foreign currencies are translated to
functional currency at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the
functional currency at the exchange rate at that date.
The foreign currency gain or loss on monetary items is
the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for
effective interest and payments during the period, and
the amortised cost in foreign currency translated at the
exchange rate at the end of the period.

3.2 Insurance contracts

Contracts under which the RAF accepts significant
insurance risk from another party (the claimant) by
agreeing to compensate the claimant if a specified
uncertain future event (the insured event) adversely
affects the claimant are classified as insurance contracts.
The RAF accepts insurance risk as it is mandated by
legislation to compensate victims of road accidents for
injuries suffered as a result of motor vehicle accidents.

Insurance risk is significant if, and only if, an insured
event could cause the RAF to pay significant additional
benefits. Once a contract is classified as an insurance
contract it remains classified as an insurance contract
until all rights and obligations are extinguished or
expire.

Claims incurred

Claims incurred comprise claims and related expenses
incurred during the year and changes in the provisions
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SECTION 7

NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

for outstanding claims, including provisions for claims
incurred but not reported and related external expenses,
together with any other adjustments to claims from
previous years.

Outstanding claims provision

Provision is made at the year-end for the estimated cost
of claims incurred but not settled at the reporting date,
including the cost of claims incurred but not yet reported
(commonly referred to as Claims IBNR) to the RAF and
the cost of claims reported but not yet settled as at
the reporting date. Claims outstanding are determined
as accurately as possible on the basis of a number of
factors, which include previous experience in claims
patterns, claims settlement patterns and trends in claims
frequency.

Further, the outstanding claims provision is calculated

taking the following elements into account:

* Estimates of additional claims payments that may be
required on claims that have already been reported
to the RAF and are still open;

» Estimates of additional claims payments that may be
required on claims that have already been reported
to the RAF and are closed, but could be reopened in
the future; and

* Estimates of external claims handling expenses,
i.e. legal and medical experts, assessors and
other experts - excluding the RAF's overhead
administrative costs.

The estimates of the outstanding claims provision were
produced ona “going concern” basis, andthe outstanding
claims estimate is reflected in the financial statements
at a discounted value, based on expected monetary
values at the expected time of payment of those claims.
Reserves for internal or indirect claim handling expenses
(e.g. administration costs) are specifically excluded from
the estimates.

The outstanding claims provision is calculated gross of
any reinsurance recoveries. A separate estimate is made
of the amounts that will be recoverable from reinsurers
based upon the gross provisions and having due regard
to collectability.

Reinsurance contracts held

The RAF procures reinsurance cover for the purposes
of limiting its net loss potential. The reinsurance policies

do not release the RAF from its direct obligations to its
claimants, as the duty to compensate the claimants
remains with the RAF in spite of the fact that the
reinsurance cover has been procured.

The contracts entered into by the RAF with reinsurers
under which the RAF is compensated for losses on
one or more “contracts” issued by the RAF and that
meet the classification requirements for insurance
contracts above are classified as reinsurance contracts
held. Only rights under contracts that give rise to a
significant transfer of insurance risk are accounted for as
reinsurance assets. Rights under contracts that do not
transfer significant insurance risk are accounted for as
financial instruments.

Reinsurance premiums for reinsurance cover are
recognised as expenses on a basis that is consistent
with the recognition basis for premiums on other
similar insurance contracts. Reinsurance premiums are
expensed over the period that the reinsurance cover is
provided based on the expected pattern of the reinsured
risks.

The net amounts paid to a reinsurer at the inception
of a contract may be less than the reinsurance assets
recognised by the RAF in respect of its rights under such
contracts. Any difference between the premium due to
the reinsurer and the reinsurance asset recognised is
included in surplus or deficit in the period in which the
reinsurance premium is due.

The RAF does not recognise reinsurance assets
except for claims which have already been lodged with
reinsurers, due to uncertainty regarding the successful
realisation of the claims.

3.3 Non-derivative financial
instruments

Non-derivative  financial instruments ~ comprise
receivables, cash and cash equivalents, and payables.

A financial instrument is recognised if the RAF becomes
a party to the contractual provisions of the instrument.

Non-derivative financial instruments are recognised
initially at fair value plus, for instruments not at fair
value through surplus or deficit, any directly attributable
transaction costs. Subsequent to initial recognition
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

non-derivative financial instruments are measured as
described below.

Cash and cash equivalents include cash in hand, deposits
held at call and other short-term highly liquid investments
with original maturities of three months or less.

The RAF’s non-derivative financial assets have been
classified as ‘loans and receivables’ while its financial
liabilities have been classified as ‘financial liabilities
measured at amortised cost’.

Non-derivative financial instruments classified in the
‘loans and receivables’ and ‘financial liabilities measured
at amortised cost’ categories are measured, subsequent
to initial recognition, at amortised cost using the effective
interest method (with interest being recognised on an
effective yield basis), less any impairment losses. Where
the effect of discounting is immaterial the non-derivative
financial instruments are measured at cost.

Non-derivative financial assets are derecognised if
the RAF’s contractual rights to the cash flows from
the financial assets expire or if the RAF transfers the
financial asset to another party without retaining control
or substantially all risks and rewards associated with
ownership of the asset. Purchases and sales of financial
assets are accounted for at trade date, i.e., the date that
the RAF commits itself to purchase or sell the asset.
Non-derivative financial liabilities are derecognised if the
RAF’s obligations specified in the contract expire or are
discharged or cancelled.

3.4 Property, plant and equipment

Property, plant and equipment comprise mainly land
and buildings, office equipment and furniture as well as
computer equipment.

Recognition and measurement

ltems of property, plant and equipment are measured
at cost less accumulated depreciation and accumulated
impairment losses, with the exception of land and
buildings.

Cost includes expenditure that is directly attributable to
the acquisition of the asset and other costs to bring the
asset into the condition and location intended for use by
management.

Annual Report 2008 Road Accident Fund

Land and buildings held for administrative purposes
are reported in the statement of financial position at
their revalued amounts, being the fair value at the
date of revaluation, less any subsequent accumulated
depreciation and subsequent accumulated impairment
losses. Revaluations are performed by an independent
valuer with sufficient regularity such that the carrying
amounts do not differ materially from those that would
be determined using fair values at reporting date.

Any revaluation increase arising on the revaluation of
such land and buildings is credited in net assets to the
properties revaluation reserve, except to the extent that
it reverses a revaluation decrease for the same asset
previously recognised in surplus or deficit, in which case
the increase is credited to surplus or deficit to the extent
of the decrease previously charged. A decrease in the
carrying amount arising on the revaluation of such land
and buildings is charged to surplus or deficit to the extent
that it exceeds the balance, if any, held in the properties
revaluation reserve relating to a previous revaluation of
that asset.

When parts of an item of property, plant and equipment
have different useful lives, they are accounted for as
separate items (major components) of property, plant
and equipment.

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognised within other (losses)/gains — net, in the
statement of financial performance.

Subsequent costs

The cost of replacing part of an item of property, plant
and equipment is recognised in the carrying amount of
the item if it is probable that the future economic benefits
embodied within the part will flow to the RAF and its cost
can be measured reliably. The carrying amount of the
replaced part is derecognised. The costs of the day-
to-day servicing of property, plant and equipment are
recognised in surplus or deficit as incurred.

Depreciation

Depreciation is recognised in surplus or deficit on a
straight-line basis over the estimated useful lives of
each part of an item of property, plant and equipment.
Depreciation methods, current useful lives and residual
values are reassessed at the reporting date, with the

wv
l_
pd
Ll
=
i
=
wv
-
=
(O]
pd
<
z
L

SECTION 7




wv
'_
=z
(I
=
.
=
(V]
=]
=
(O]
=z
<
=z
L

SECTION 7

NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

effect of any changes in estimate being accounted for
on a prospective basis. Land is not depreciated.

On the subsequent sale or retirement of a revalued
property, the attributable revaluation surplus remaining
in the revaluation reserve is transferred directly to
accumulated surplus/ (deficit).

The estimated useful lives for the current and comparative
period are as follows:

e Buildings 30 years
* Motor vehicles 5  years
e Office equipment 6.67 years
e Office furniture 12 years

e Computer equipment 5 years

3.5 Intangible assets

Intangible assets acquired by the RAF, which have finite
useful lives, are measured at cost less accumulated
amortisation and accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalised only when it
increases the future economic benefits embodied in the
specific asset to which it relates. All other expenditure is
recognised in surplus or deficit as incurred.

Amortisation

Amortisation is recognised in surplus or deficit on a
straight-line basis over the estimated useful lives of
intangible assets from the date that they are available
for use. The estimated useful life for the current and
comparative period is as follows:

e Computer software — 5 years

The estimated useful life and amortisation method
are reassessed at each reporting date, with the effect
of any changes in estimate being accounted for on a
prospective basis.

3.6 Inventories

Inventories comprise consumable stores which are
stated at the lower of cost and net realisable value.

The cost of the consumable stores is measured on the
weighted average principle, and includes expenditure
incurred in acquiring the consumable stores and other
costs incurred in bringing them to their existing location
and condition.

3.7 Impairment
Financial assets

A financial asset is assessed at each reporting date to
determine whether there is any objective evidence that it
isimpaired. Afinancial asset is considered to be impaired
if objective evidence indicates that one or more events
have had a negative effect on the estimated future cash
flows of that asset.

An impairment loss in respect of a financial asset
measured at amortised cost is calculated as the
difference between its carrying amount, and the present
value of the estimated future cash flows discounted at
the original effective interest rate.

Individually significant financial assets are tested for
impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that
share similar credit risk characteristics.

All impairment losses are recognised in surplus or
deficit.

An impairment loss is reversed if the reversal can
be related objectively to an event occurring after the
impairment loss was recognised. For financial assets
measured at amortised cost, the reversal is recognised
in surplus or deficit.

Non-financial assets

The carrying amounts of the RAF’s non-financial assets,
other than inventories, are reviewed at each reporting
date to determine whether there is any indication of
impairment. If any such indication exists then the asset’s
recoverable amount is estimated.

The recoverable amount of an asset is the greater of
its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
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of the time value of money and the risks specific to the
asset.

An impairment loss is recognised if the carrying amount
of an asset exceeds its recoverable amount. Impairment
losses are recognised in surplus or deficit.

Impairment losses recognised in prior periods are
assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An
impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss
had been recognised.

3.8 Government grants

Government grants are recognised initially as deferred
income when there is reasonable assurance that it will be
received and that the RAF will comply with the conditions
associated with the grant.

Grants received are recognised in accordance with the
principles below:

Government grants related to income

Grants that compensate the RAF for expenses incurred
are recognised in surplus or deficit on a systematic
basis in the same periods in which the expenses are
recognised.

Government grants utilised for projects

Grants that compensate entities for projects undertaken
and for which there is no return on investment are
recognised as expenses when incurred.

Government grants related to assets

Grants that compensate the RAF for the cost of an asset

are deducted in arriving at the carrying amount of the
asset.
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3.9 Employee benefits

The RAF operates both defined contribution and defined
benefit plans, the assets of which are held in a trustee-
administered fund.

3.9.1 Defined contribution plans

A defined contribution plan is a post-employment benefit
plan under which the RAF pays fixed contributions into
a separate entity and will have no legal or constructive
obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are
recognised as an expense in surplus or deficit when they
are due.

3.9.2 Defined benefit plans
Defined benefit pension plan

The RAF’s net obligation in respect of defined benefit
pension plans is calculated separately for each plan by
estimating the amount of future benefit that employees
have earned in return for their service in the current and
prior periods. That benefit is discounted to determine
its present value and any unrecognised past service
costs and the fair value of any plan assets are deducted.
The discount rate is the yield at the reporting date
on AA credit-rated bonds that have maturity dates
approximating the terms of the RAF’s obligations. The
calculation is performed by a qualified actuary using
the projected unit credit method. When the calculation
results in a benefit to the RAF, the recognised asset is
limited to the net total of any unrecognised past service
costs and the present value of any future refunds from
the plan or reductions in future contributions to the plan.

Whenthe benefits of aplanareimproved, the portion ofthe
increased benefit relating to past service by employees
is recognised in surplus or deficit on a straight-line basis
over the average period until the benefits vest. To the
extent that the benefits vest immediately, the expense is
recognised immediately in surplus or deficit.

Post-retirement medical obligations

The RAF provides post-retirement health care benefits to

its retirees based on the following subsidy policy:

* An employee who joined the RAF before
1 May 1998 will pay 50% of the total healthcare
contribution and the RAF the balance. The entitlement
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to post-retirement health care benefits is based on
the employee remaining in service up to retirement
age.

* An employee who joined the RAF from 1 May 1998
will after retirement pay 100% of the total healthcare
contribution. Therefore the RAF will have no further
obligation with regards to these employees’ health
care benefits upon retirement.

The expected costs of these benefits are accrued over
the period of employment, using the projected unit credit
method.

Valuations of these obligations are carried out by
independent actuaries.

Recognition of actuarial gains and losses on defined
benefit obligations

A portion of actuarial gains and losses is recognised
as surplus or deficit in the period if the net cumulative
unrecognised actuarial gains and losses at the end of
the previous reporting period exceed the greater of:

e 10% of the present value of the defined benefit
obligation at the date before deducting plan assets,
or

* 10% of the fair value of any plan assets at that date.

The portion of actuarial gains and losses to be recognised
is the excess referred to above, divided by the expected
remaining working lives of the employees participating
in the plan.

This policy is applied for both the defined benefit pension
plan and the post-retirement medical obligations.

3.9.3 Termination benefits

Termination benefits are recognised as an expense when
the RAF is demonstrably committed, without realistic
possibility of withdrawal, to a formal detailed plan to
terminate employment before the normal retirement
date. Termination benefits for voluntary redundancies are
recognised if the RAF has made an offer encouraging
voluntary redundancy, it is probable that the offer will
be accepted, and the number of acceptances can be
estimated reliably.

3.9.4 Short-term benefits

Short-term employee benefit obligations are measured
on an undiscounted basis and are expensed as the
related service is provided.

A liability is recognised for the amount expected to be
paid under short-term cash bonus or profit-sharing plans
if the RAF has a present legal or constructive obligation
to pay this amount as a result of past service provided
by the employee and the obligation can be estimated
reliably.

3.10 Provisions

A provision is recognised if, as a result of a past event,
the RAF has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle the
obligation. Where the effect of discounting is material,
provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the
risks specific to the liability.

3.11 Revenue

Revenue comprises mainly fuel levies, Government
grants/ transfer payments, investment income and
reinsurance income.

Fuel levies

The main income received by the RAF is a levy that is
based on fuel sales known as the Road Accident Fund
Levy. The Road Accident Fund Levy income is a charge
levied on fuel throughout the country and the quantum
of the Road Accident Fund Levy per litre is determined
by the National Treasury. The Road Accident Fund Levy
amendments are communicated through the Budget
Speech.

The RAF recognises revenue from fuel levies when the
amount of revenue can be reliably measured and it is
probable that future economic benefits will flow to the
RAFE

Revenue is measured at the fair value of the consideration
received or receivable.
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Government grants/ transfer payments

The RAF recognises revenue from transfer payments
when the amount of revenue can be reliably measured, it
is probable that future economic benefits will flow to the
RAF and the conditions relating to the transfer payment
have been complied with.

Revenue is measured at the fair value of the consideration
received or receivable.

Investment income

Investment income comprises interest income on funds
invested. Interestincome for financial assets not classified
as at fair value through profit or loss is recognised on
a time-proportion basis using the effective interest
method.

Reinsurance income

Reinsurance income comprises settlements by
reinsurance companies in respect of insured events that
are covered by the reinsurance policy.

Other income

Other income comprises fees that are collected for
published tenders, vending machines and parking
received from employees.

3.12 Lease payments

Payments made under operating leases are recognised
in surplus or deficit on a straight-line basis over the term
of the lease. Lease incentives received are recognised
as an integral part of the total lease expense, over the
term of the lease.

Contingent lease payments are accounted for by revising
the minimum lease payments over the remaining term of
the lease when the lease adjustment is confirmed.

3.13  Finance costs

All borrowing costs are recognised in surplus or deficit
using the effective interest method.
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3.14 Income tax expense

The RAF is exempt from taxation in terms of the provision
of section 10(1)(cA)(i) of the Income Tax Act, 1962
(Act No. 58 of 1962) and section 16 of the Road Accident
Fund Act, 1996 (Act No. 56 of 1996).

3.15 Related parties

The RAF operates in an economic environment currently
dominated by entities directly or indirectly owned by the
South African Government. As aresult of the constitutional
independence of all three spheres of Government in
South Africa, only parties within the national sphere of
Government that influenced the RAF or vice versa will be
considered to be related parties.

Key management is defined as being individuals with
the authority and responsibility for planning, directing
and controlling the activities of the entity. We regard all
individuals from the level of Executive Management up
to the Board of Directors as key management per the
definition of the standard.

Close family members of key management personnel
are considered to be those family members who may
be expected to influence, or be influenced by key
management individuals in their dealings with the entity.

Other related party transactions are also disclosed in
terms of the requirements of the standard. The objective
of the standard and the financial statements is to provide
relevant and reliable information and therefore materiality
is considered in the disclosure of these transactions.

3.16  Irregular, fruitless and
wasteful expenditure

Irregular expenditure means expenditure incurred in
contravention of, or notin accordance with, a requirement
of any applicable legislation, including:

*  The PFMA, or
* Any national legislation providing for procurement in
that National Government

Fruitless and wasteful expenditure means expenditure
that was made in vain and could have been avoided had
reasonable care been exercised.
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Any irregular, fruitless and wasteful expenditure is
charged against surplus or deficit in the period in which
it is incurred.

3.17  Critical accounting estimates and
assumptions in applying
accounting policies

The preparation of financial statements requires
management to make judgements, estimates and
assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from
these estimates.

Estimates and assumptions are reviewed on an ongoing
basis and are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances.

Revisions to accounting estimates are recognised in the
period in which the estimate is revised and in any future
periods affected.

In particular, significant areas of estimation, uncertainty
and critical judgements in applying accounting policies
that have the most significant effect on the financial
statements are:

Revenue recognition on the Road Accident
Fund Levy

Effective as from 1 April 2006, the responsibility for the
collection of the fuel levy was devolved from the Central
Energy Fund (CEF) to the South African Revenue
Services (SARS).

The changes to the Customs and Excise Act have
introduced new provisions that require the fuel companies
to pay 50% of the Road Accident Fund levy at the end
of the month following the month of removal of the fuel
from the refinery and the remaining 50% at the end of the
following month.

The effect of these provisions is that cash receipts of
Road Accident Fund Levies do not correspond with the
accrual of the levy revenue by the RAE  This particularly
impacts the year end revenue receivable raised from the
Road Accident Fund Levy. In order to correctly accrue
for the revenue for the period, management makes an

estimate as to what their expected levy income should
be based on historical evidence.

Diesel refunds

Diesel refunds are concessions deducted from the
fuel levies received. Diesel concessions are granted
to certain sectors of the economy on the basis of the
level of certain use by the diesel consumer in primary
production activities.

In terms of section 5(2) of the RAF Act, after being
amended by the Revenue Laws Amendment Act,
2005 (Act No. 31 of 2005), the RAF receives the Road
Accident Fund Levy net of diesel refund after it has been
collected by SARS. In practice, however, due to a delay
in the claiming of diesel refunds, SARS pays over the
gross amount of levies to the RAF and subsequently
deducts the diesel refund amounts when such amounts
have been determined.

Diesel refunds affect the amount of revenue to be
recognised and cannot be measured accurately at the
point of revenue recognition. Consequently estimates are
made by management as to what the value of the diesel
refunds will be. The estimates are based on historical
evidence, and management formulates a percentage
that is applied to the Road Accident Fund Levy. The
percentage range for diesel refunds for the current year
is 8% to 9% of the gross fuel levy for the year.

Outstanding claims provision

The estimation of the ultimate liability arising from claims
incurred but not settled at the reporting date is the RAF's
most critical accounting estimate. There are several
sources of uncertainty that need to be considered in
the estimate of the liability that the RAF will ultimately
pay for such claims. The provision for outstanding
claims is actuarially determined on an annual basis. The
measurement of the obligations in respect of this liability
requires actuarial estimates and valuations. An actuary is
engaged to perform these calculations. More detail on the
actuarial assumptions can be found in notes 3.2 and 14.

Post-retirement employee benefits
The RAF provides a defined benefit pension plan and a
post-retirement medical plan to some of its employees.

The measurement of the obligations (and assets) in
respect of this liability requires actuarial estimates and
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valuations. An actuary is engaged to perform these
calculations. More detail on the actuarial assumptions
can be found in notes 3.9 and 17.

3.18 New Standards and Interpretations
not yet Adopted

A number of new standards, amendments to standards
and interpretations are not yet effective for the year ended
31 March 2008 and, other than indicated below, have not
been applied in preparing these financial statements:

* GRAP 4 The Effects of Changes in Foreign
Exchange Rates:
Prescribes how to include foreign currency
transactions and foreign operations in the financial
statements of an entity and how to translate financial
statements into a presentation currency. The principal
issues are which exchange rate(s) to use and how to
report the effects of changes in exchange rates in the
financial statements. The Standard also prescribes
how to include foreign currency transactions and
foreign operations in the financial statements of an
entity and how to translate financial statements into
a presentation currency.

* GRAP 5 Borrowing Costs:
Prescribes the accounting treatment for borrowing
costs. This Standard generally requires an entity to
capitalise borrowing costs thatare directly attributable
to the acquisition, construction or production of a
qualifying asset as part of the cost of that asset.
However, the Standard permits the expensing of
borrowing costs where it is inappropriate to capitalise
borrowing costs that are directly attributable to the
acquisition, construction or production of a qualifying
asset. Other borrowing costs are recognised as an
expense.

* GRAP 6 Consolidated and Separate Financial
Statements:
Prescribes the circumstances in which consolidated
and separate financial statements are to be prepared
and the information to be included in those financial
statements so that the consolidated financial
statements reflect the financial performance, financial
position and cash flows of an economic entity as a
single entity.

*  GRAP 7 Investments in Associates:
Prescribes the accounting treatment for investments
in associates where the investment in the associate
leads to the holding of an ownership interest in the
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form of a shareholding or other formal net asset
structure. The purpose of this Standard is to prescribe
the circumstances in which the investors should use
the equity method, how the equity method is to be
applied and requires certain disclosures in respect
of investments in associates.

GRAP 8 Interests in Joint ventures:

Prescribes the accounting treatment of jointly
controlled operations, jointly controlled assets and
jointly controlled entities and to provide alternatives
for the recognition of interests in jointly controlled
entities.

GRAP 9 Revenue from Exchange Transactions:
Prescribes the accounting treatment of revenue
arising from exchange transactions and events.
GRAP 10 Financial Reporting in Hyperinfla-
tionary Economies:

Prescribes the appropriate accounting treatment
where the entity prepares and presents financial
statements under the accrual basis of accounting
and the entity’s functional currency is the currency
of a hyperinflationary economy.

GRAP 11 Construction Contracts:

Prescribes the accounting treatment of costs and
revenue associated with construction contracts.
GRAP 12 Inventories:

Prescribes the accounting treatment for inventories.
GRAP 13 Leases:

Prescribes for lessees and lessors, the appropriate
accounting policies and disclosures to apply in
relation to finance and operating leases.

GRAP 14 Events after the Reporting Date:
Prescribes when an entity should adjust its financial
statements for events after the reporting date; and
the disclosures that an entity should give about the
date when the financial statements were authorised
for issue and about events after the reporting date.
The Standard also requires that an entity should not
prepare its financial statements on a going concern
basis if events after the reporting date indicate that
the going concern assumption is not appropriate.
GRAP 16 Investment Property:

Prescribes the accounting treatment for investment
property and related disclosure requirements.
GRAP 17 Property, Plant and Equipment:
Prescribes the accounting treatment for property,
plant and equipment so that the users of financial
statements can discern information about an entity’s
investment in property, plant and equipment and
changes in such investment.
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GRAP 18 Segment Reporting:

Establishes principles for reporting financial
information by segments.

GRAP 19 Provisions, Contingent Liabilities and
Contingent Assets:

Defines  provisions, contingent liabilities and
contingent assets and identifies the circumstances
in which provisions should be recognised, how they
should be measured and the disclosures that should
be made aboutthem. The Standard also requires that
certain information be disclosed about contingent
liabilities and contingent assets in the notes to the
financial statements to enable users to understand
their nature, timing and amount.

GRAP 23 Revenue from Non-exchange Trans-
actions (Taxes and Transfers):

Prescribes the requirements for the financial
reporting of revenue arising from non-exchange
transactions, other than non-exchange transactions
that give rise to an entity combination. The Standard
deals with issues that need to be considered in
recognising and measuring revenue from non-
exchange transactions, including the identification of
contributions from owners.

GRAP 24 Presentation of Budget Information in
Financial Statements:

Requires a comparison of budget amounts and
the actual amounts arising from execution of the
budget to be included in the financial statements of
entities that are required to, or elect to, make publicly
available their approved budget(s) and for which
they are, therefore, held publicly accountable. The
Standard also requires disclosure of an explanation
of the reasons for material differences between the
budget and actual amounts.

GRAP 100 Non-current Assets held for Sale and
Discontinued Operations:

Prescribes the accounting treatment for non-current
assets held for sale and discontinued operations.
GRAP 101 Agriculture:

Prescribes the accounting treatment of agriculture.
GRAP 102 Intangible Assets:

Prescribes the accounting treatment for intangible
assets that are not dealt with specifically in another
Standard of GRAP

IPSAS 22 Disclosure of Financial Information
about the General Government Sector (GGS):
Prescribes disclosure requirements for Government
which elect to present information about the
GGS in their consolidated financial statements.
The disclosure of appropriate information about

the GGS of a Government can enhance the
transparency of financial reports, and provide for a
better understanding of the financial statements and
statistical bases of financial reporting.

IPSAS 26 Impairment of Cash-generating
Assets:

Prescribes the procedures that an entity applies
to determine whether a cash-generating asset is
impaired, and to ensure that impairment losses
are recognised. This Standard also specifies when
an entity should reverse an impairment loss and
prescribes disclosures.

IFRS 8 (AC 145) Operating Segments:
Introduces the “management approach” to segment
reporting. IFRS 8 willrequire the disclosure of segment
information based on the internal reports regularly
reviewed by the RAF’s Chief Operating Officer in
order to assess each segment’s performance and to
allocate resources to them. IFRS 8, which becomes
mandatory for the RAF’s 2010 financial statements,
is not expected to have any impact on the financial
statements.

Revised IAS 23 (AC 114) Borrowing Costs:
Removes the option to expense borrowing costs and
requires that an entity capitalise borrowing costs
directly attributable to the acquisition, construction
or production of a qualifying asset as part of the
cost of that asset. The revised IAS 23 will become
mandatory for the RAF’s 2010 financial statements.
In accordance with the transitional provisions the RAF
will apply the revised IAS 23 to qualifying assets for
which capitalisation of borrowing costs commences
on or after the effective date.

IFRIC 12 (AC 445) Service Concession
Agreements:

Service concessions are contractual service
arrangements whereby a Government or other
public sector entity grants contracts for the supply
of public services — such as roads, airports, prisons,
energy and water supply and distribution facilities
- to private sector operators. Control of the assets
remains with the public sector entity but the private
sector operator is responsible for construction
activities, as well as for operating and maintaining
the public sector infrastructure. IFRIC 12 becomes
mandatory for the RAF’s 2009 financial statements,
and is not expected to have any impact on the
financial statements.

Annual Report 2008 Road Accident Fund



(D |

R

0,70 Y

ap
2,

NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

* IFRIC 13 (AC 446) Customer Loyalty Programmes:
Addresses the accounting by entities that operate, or otherwise participate in, customer loyalty programmes for
their customers. It relates to customer loyalty programmes under which the customer can redeem credits for
awards such as free or discounted goods or services. IFRIC 13, which becomes mandatory for the RAF’'s 2010
financial statements, is not expected to have any impact on the financial statements.

* IFRIC 14 (AC 447) IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements
(MFR) and their Interaction:
Clarifies when refunds or reductions in future contributions in relation to defined benefit assets should be regarded
as available and provides guidance on the impact of minimum funding requirements (MFR) on such assets. It also
addresses when a MFR might give rise to a liability. IFRIC 14 will become mandatory for the RAF’s 2009 financial
statements, with retrospective application required. The RAF has not yet determined the potential effect of the
interpretation.

3.19 Determination of fair values

A number of the RAF's accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined for measurement and / or disclosure
purposes based on the methods described below. Where applicable, further information about the assumptions made
in determining fair values is disclosed in the notes specific to that asset or liability.

Receivables

The fair value of receivables is estimated as the present value of future cash flows, discounted at the market rate of
interest at the reporting date.

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal
and interest cash flows, discounted at the market rate of interest at the reporting date.

4. CHANGE IN ACCOUNTING POLICY

With the implementation of the SAP system, management has adopted an inventory system for their consumable
stores. Comparative figures have not been restated as the comparative figures can not be reliably determined. Refer
to note 9.

5. PRIOR PERIOD ADJUSTMENTS

The actuarial determination of the RAF’s claims liability has been revised to reflect the effect of reinsurance recoveries
i.e. the provision has been increased with the amount of the actuarially determined reinsurance asset (refer to note 14).

The asset was not recognised in the Statement of Financial Position as it is not certain whether these claims to the
reinsurers will be successful. The effect on the financial statements is as follows:

2007

R’000

Increase in opening balance net deficit as at | April 2007 (73,173)
Decrease in deficit for the 2007 financial year 10,207
Effect of derecognition of reinsurance assets as at 3|1 March 2007 (62,966)
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Certain current receivables to the value of R19.39 million have also been reclassified to non-current receivables to
match the timing of the cash flows (refer to note 8).

A contractual liability of R5.06 million that was previously recognised as an accrual was reclassified as a provision as
the quantum and the timing of the payment is uncertain (refer to note 15).

Employee benefits of R20.2 million were also reclassified from trade and other payables.

6. CASH AND CASH EQUIVALENTS
Notes 2008 2007
R’000 R’000
Cash and cash equivalents include the following:
Short term call deposits at banking institutions | 181 687 2324 115
Balance of RAF current accounts 3014 72 543
RAF deposit account not available for use 7697 7 697
Total guarantees 32.1 7779 7697
Not transferred (82) -
Petty cash 8 8
Total | 192 406 2 404 363

The carrying amount of these assets approximates their fair value.

The RAF’s exposure to interest rate risk and a sensitivity analysis for financial assets and liabilities is disclosed in note

29.

7. INCOME RECEIVABLE
Notes 2008 2007
R’000 R’000
Interest receivable from money market investments 10229 27 353
Interest receivable from fuel companies 376 444
Fuel levy debtors * | 883 828 | 564 203
Total | 894 433 | 592 000

* Fuel levy debtors

The Road Accident Fund Levies are recovered directly from the source of manufacture (refineries) through the South
African Revenue Service (SARS). SARS collects the levy from the refineries and pays these monies into the National
Revenue Fund. The National Treasury then pays these levies from the National Reserve Fund to the Department of
Transport, which then pays these funds to the RAE
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Therefore 50% of the levies due are payable by the refineries at the end of the month following the month of removal
from the refinery and the remaining 50% at the end of following month.
This amount is impaired by any bad debts that the refineries have sustained that need to be refunded by the RAE
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)
8. RECEIVABLES
Notes 2008 2007
R’000 R’000
Current portion of loans and receivables
Advance payment i.ro. suppliers claims 3363 3658
Motor finance scheme 18 51
Loans and bursaries 6l 242
Sundry debtors 891 2 100
Accrual for reinsurance recoveries - | 946
Claims debtors 6924 -
Indemnity policy* 53 531 49 000
Other deposits 363 891
Total 65 151 57 888
Non-current portion of other receivables
Advance payment i.ro. suppliers claims 12419 19 755
Motor finance scheme - 48
Sundry debtors 940 258l
Total 13 359 22 384

* Indemnity Policy

The RAF manages the risks that the directors and
officers of the RAF are exposed to, by way of directors’
and officers’ liability insurance cover, which is placed
within a rent-a-captive policy, issued by a reputable
insurance company.

The policy has been set up as a self-insurance instrument
whereby any premiums paid remain an asset of the
RAFE  Claims against the policy will reduce the value
of this asset. The RAF has paid a once-off premium of
R49 million into the rent-a-captive policy during March
2007. The money earns interest for the duration of the
policy period.

In terms of the policy the first amount (excess) payable
in relation to each claim is R25,000 or 5% of the claim,
whichever is the greater.

The policy contains a limit of indemnity per defined
events per occurrence which is set at R30 million.

The annual aggregate limit of indemnity for any one
period of insurance (annum) is set at R80 million.

The policy also stipulates that an additional premium
shall be payable by the RAF should claims paid and
outstanding in terms of the policy exceed R45 million,
subject to a maximum additional premium payable of
R19,5 million.

Claims are paid from the funds placed in the captive.
Upon expiry / cancellation of the policy the amount left
in the policy (inclusive of VAT), after payment of claims,
plus the investment income, is paid back to the RAF

The Board considers the carrying amount of loans and
receivables to approximate fair value.

9. INVENTORIES
Notes 2008 2007
R’000 R’000
Consumables 4 2077 -
Total consumables 2077 -

Annual Report 2008 Road Accident Fund
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

10. PROPERTY, PLANT AND EQUIPMENT

Notes Land Buildings Leasehold
at cost at revalued improvements
amount at cost
R’000 R’000 R’000

Cost/revaluation

Cost/revaluation at | April 2007 16 000 89 000 29 962
Additions - - -
Utilisation of transfer payment for acquisitions 13 - - -
Disposals - - (29 962)
Cost at 31 March 2008 16 000 89 000 -
Depreciation and impairment losses

Accumulated depreciation at | April 2007 - - 29 962
Net depreciation for the year - 2967 -
Depreciation - 2967 -
Utilisation of transfer payment - - -
Disposals - - (29 962)
Accumulated depreciation at 31 March 2008 - 2967 -
Net carrying amount at 31 March 2008 16 000 86 033 -
Cost/revaluation

Cost/revaluation at | April 2006 - - 60 046
Reclassification of assets - - -
Additions 16 000 - -
Reversal of leasehold improvements - 30 084 (30 084)
Revaluation of land and buildings* 16 - 58916 -
Disposals - - -
Cost at 31 March 2007 16 000 89 000 29 962
Depreciation and impairment losses

Accumulated depreciation at | April 2006 - - 25959
Reclassification of assets - - -
Net depreciation for the year - - 4003
Depreciation - - 4003
Adjustment on re-calculation of useful capacity - - -
Disposals - - -
Accumulated depreciation at 31 March 2007 - - 29 962
Net carrying amount at 31 March 2007 16 000 89 000 -

*Revaluation

The revaluation was carried out by a qualified valuer. The valuation was based on an income capitalisation method and
amounted to R105 million of which R16 million was allocated to the land and R89 million to the buildings. As the land

Annual Report 2008
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Motor Office Office Computer Computer Total
vehicles equipment furniture equipment equipment
at cost at cost at cost at cost grant allocation
R’000 R’000 R’000 R’000 R’000 R’000
7125 Il 242 17498 79 042 - 249 869
| 907 5369 583 3309 21 155 32323
- - - - (21155) (21 155)
(955) (89) (189) (1382) - (32 577)
8 077 16522 17892 80 969 - 228 460
4967 6719 9706 69 492 - 120 846
I 16l | 828 I 299 486 - 12116
161 | 828 I299 4861 I 613 13729
- - - - (1613) (1 613)
(954) (72) (168) (1 359) - (32515)
5174 8 475 10 837 72 994 - 100 447
2 903 8 047 7 055 7 975 - 128 013
6842 10295 18 001 80 695 - 175 879
- 828 (romn (727) - -
509 170 277 | 257 - 18213
- - - - - 58916
(226) (51 (679) (2 183) - (3 139)
7125 [l 242 17 498 79 042 - 249 869
(%]
4083 6191 10 266 73 859 - 120 358 %
=
- 610 (48) (562) - . =
| 004 37 62 (1'710) - 339 E
| 004 | 331 316 10232 - 17886 é
- (1 294) (1254) (I'1942) - (14 490) =
(120) (119) (574) (2 095) - (2 908) %
4967 6719 9706 69 492 - 120 846
2158 4523 7792 9 550 - 129 023

was acquired at its fair value, the entire revaluation surplus was attributable to the building component.
Had the building been valued on the historical cost basis the carrying value would have been R29.1 million, based on
one year's depreciation since the acquisition of the land.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

11. INTANGIBLE ASSETS

Notes Acquired Acquired Total
software software
at cost grant allocation
R’000 R’000 R’000
Cost
Cost at | April 2007 2272 - 2272
Additions - 65 192 65192
Utilisation of transfer payment for acquisitions 13 - (65 192) (65 192)
Cost at 31 March 2008 2272 - 2272
Amortisation and impairment losses
Accumulated amortisation at | April 2007 341 - 341
Amortisation for the year 454 - 454
Amortisation 454 2 906 3360
Utilisation of transfer payment - (2 906) (2 906)
Accumulated depreciation at 31 March 2008 795 - 795
Net carrying amount at 31 March 2008 | 477 - | 477
Cost
Cost at | April 2006 2272 - 2272
Additions - - -
Cost at 31 March 2007 2272 - 2272
Amortisation and impairment losses
Accumulated amortisation at | April 2006 - - -
Amortisation for the year 341 - 341
Accumulated amortisation at 31 March 2007 341 - 341
Net carrying amount at 31 March 2007 1931 - 1931
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)
12. PAYABLES AND ACCRUALS
Notes 2008 2007
R’000 R’000
Current portion of payables and accruals
Claim amounts requested but not paid at year end 284 136 48 367
Fuel levy refund accruals 21 404 -
Trade and other creditors 33785 18511
Accrual for | 3th cheque 6 625 5865
Accrual for leave 23012 16 524
Accrual for overtime 3211 2691
Accrual for recruitment of temporary staff 472 207
372 645 92 165
Non current portion of payables and accruals
Unrecognised portion of straightlined leases 9 036 13 540
Total 9 036 13 540
13. UNUTILISED GOVERNMENT GRANT
Notes 2008 2007
R’000 R’000
Unutilised portion at the beginning of the year 196 480 198 428
Capitalised to acquisition of computer equipment 10 (21 155) -
Capitalised to acquisition of intangible assets I (65 192)
Recognised in statement of financial performance - (1948)
Amount transferred to 2009 110 133 196 480

This amount is the remainder of R 2.7 billion that was received from Treasury in 2006 and is being used to procure IT systems.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

14. PROVISION FOR OUTSTANDING CLAIMS

Notes 2008 2007
R’000 R’000

Analysis for reporting purposes
Current portion 9052033 5180 l64
Non-current portion 21 287 461 18 755 202
Total 30 339 494 23 935 366
Movements for the year
Opening balance 23 935 366 21 424 623
Utilisation during the year (8 999 944) (6 119 460)
Provisions made during the year 15404 072 8 630 203
Closing balance 30 339 494 23 935 366
Composition of provision for outstanding claims
General damages 9 463 157 8 635 928
Loss of earnings 2011098 2 343 900
Loss of support | 439 079 11292219
Past medical non-supplier 720775 592 976
Future medical 11849 148 947
Funeral costs etc. 73196 40 645
RAF legal costs | 594218 | 523 405
Claimant legal costs 2982 150 2210926
Large claims greater than R | million 9082 662 3416621
Supplier claims 251 809 252 812
Pre-1998 liability 362076 472 639
Undertakings 2 347 425 3004 348
Provision for outstanding claims before reinsurance recoveries 30 339 494 23 935 366

The amount of R30.3 billion reflects the discounted actuarial estimate of the amounts expected to become due and
payable in future in respect of claims that had arisen at year-end. The undiscounted liability for both non-undertakings
and undertakings claims as at 31 March 2008 is R44.0 billion (31 March 2007: R33.4 billion).
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

14.1 Methodology used in determining the provision for outstanding claims
The following methodology was used to estimate the outstanding claims provision.

e The claims between non-undertakings and undertakings classes of business were split as the claim payment
patterns for these two classes of business differ significantly.
¢ The non-undertakings claims payment data was grouped into the following categories:
1. General damages
Loss of earnings
Compensation commissioner award
Loss of support
Past medical non-supplier
Future medical
Funeral costs etc.
RAF legal costs
9. Claimant legal costs
10. Large claims greater than R 1 million
11. Supplier claims
12. Pre-1998 liability
* Ultimate reported non-undertakings claims numbers were projected using the Chain Ladder and BHF methods.
Current open claims, reopened claims and finalised claims are included in the projections.

© N OO WD

Ultimate reported non-undertakings claims

Accident year Ultimate Amount of Outstanding Outstanding
amount of claims liability Liability
claims payable paid to date undiscounted discounted
(R’000) (R’000) (R’000) (R’000)
1998 2784 007 2814548 18 844 17 894
1999 3338788 3259 385 150 199 138 301
2000 3897 246 3629 289 373339 331 644
2001 4523 485 3905 421 725 899 624753
2002 5352996 4216386 | 282 589 | 073752
2003 5661 686 3932295 | 889 905 | 546710
2004 6753725 3740 876 3 149 954 2528756
2005 6799 724 2790 849 4111 141 3223811 v
2006 7962263 | 987 468 6 004 284 4562 665 =
2007 10126811 11222972 8909 679 6455703 é
2008 12240 595 292710 12878 149 8920 624 E
Total 69 441 326 31792199 39 493 982 29 424 613 3‘
@)
The table above presents the development of claim payments and the estimated ultimate cost of claims for the g
L

accident years 2002 — 2008. This information is disclosed to illustrate the general insurance risk inherent in the RAF
The left section of the table shows the cumulative amounts paid during successive years related to each accident
year. For example, with respect to the accident year 2002, by the end of 2008, R4.2 billion had actually been paid in
settlement of claims.
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

The graph below shows the 2008 ultimate liabilities by accident year versus the 2007 ultimate liabilities by accident
year.

Ultimates (Billion)

2007 vs 2008 ultimates (non-undertakings: supplier and non-supplier)

S

(=]

I 2008

(non-supplier and supplier)

[ 2007

(non-supplier and supplier)

0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Accident year

The liability calculated under the non-undertaking
class was calculated using a modified average cost
per claim reserving method and using actuarial
judgement to determine the ultimate claims experience
for each accident year.

Allowance was made for further claims run-off for
non-undertaking claims.

For the undertakings class the method used was
to determine the probability of a future payment

together with an annual cost per undertaking
payment. The undertaking class is potentially very
long term and allowance was made for 45 years of
future payments.

Future projected claim payments were discounted at
an appropriate discount rate. The discount rates used
vary between 9% per annum and 10.6% per annum
depending on the future term of the expected claim
payment (2007: between 7% and 8.5% per annum).

Discount rate at each future duration

11.00%

10.50% \

10.00% \

9.50% \—\

9.00%

8.50%

8.00%
1 2 3 4 5 6 7 8 9

10 11 12 13 14 15 16 17 18

Future term in years
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14.2  Assumptions

The assumptions that have the greatest effect on the

measurement of the outstanding claims provision are:

e That the development of future number of claims
reported will follow past established development
patterns as applied to the independent estimate of
the ultimate projected number of claims.

e That the claims payment patterns were not distorted
by large claims or claims aggregations caused by
major accidents with a large number of deaths or
serious injuries.

e Thattrends in the ratio of claims paid as a proportion
of that reported remains relatively stable.

* Thatno further significant claims arise from accidents
occurring prior to the 1980 financial year.

* Recoveries on fraudulent claims are implicitly allowed
for in the future projections. Data on fraud recoveries
was not available and as such, no allowance was
made in the claims projections.

* The liabilities in respect of undertakings are
determined with reference to the probability of
payment and the expected amount of payment in
future periods.

14.3 The effect of changes
in assumptions

The following material changes influenced the provision
for the year under review:

Previously multiple payments in respect of claims in
excess of R1 million were aggregated and allocated to
the first year of payment. For the current valuation these
aggregated payments were more correctly allocated to
the weighted average time to payment where the weights
used are the payments at each period in time.

The modified average cost per claim methodology
requires an assumption for the future rate of claims
inflation. In the prior year 5% per annum applied as an
escalation rate for the future rate of claims inflation. For
the current year the inflation rate used was the yield
curve less 2% (refer to note 14.1).

Over time a larger number of claims are expected to
exceed R1 million. Afactor of 0.03% was applied to claims
between 2003 and 2008 to reflect this expectation.

Claim numbers reported were increased due to the fact
that for the 2007 accident year, 50% credibility is given
to the Chain Ladder method and 50% credibility to the
BHF method. For the 2008 accident year, 25% credibility
is given to the Chain Ladder method and 75% credibility
to the BHF method.

If the liability for the previous financial year had been
estimated on the same basis, it would have amounted
to R28.8 billion.

The movement in the claims liability is reconciled as follows:

2008 2007

R bn R bn
w
'_
z
i
Opening balance of liability (23.9) (21.4) 5
New claims in respect of the current year (8.7) (5.6) E
Amount paid during the year 8.8 6.6 “
Unwinding of interest rate (1.6) (1.2) é
Change of basis (4.9) (2.3) E:
Closing balance of liability (30.3) (23.9) %

SECTION 7
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

14.4  Sensitivity analysis

Where variables are considered to be immaterial, no impact has been assessed for insignificant changes to these
variables. Particular variables may not be considered material at present. Should the materiality level of an individual
variable change, however, an assessment of reasonable possible changes to that variable in the future may be
required.

The RAF believes that the liability for claims reported in the Statement of Financial Position is reasonable. It was
calculated on a best estimate basis. The possibility exists that it might be either under or overstated as the process of
estimation is based on certain variables and assumptions which could differ when claims arise.

14.4.1 Inflation

For the valuation, the actuaries assumed that base inflation would be 2% below the yield curve.

However, a number of sensitivity tests were done using different inflation curves, the results of which are shown
below.

Description of Inflation Sensitivity Impact
Bond yield less 2% -

Bond vyield less 3% -R 0.3bn
Market derived inflation -R 0.9bn
Fixed (9.0%, 7.5%, 6.0% for 18 months, market derived inflation thereafter) -R 0.7bn
Fixed (9.0%, 7.5%, 6.0% for 36 months, market derived inflation thereafter) -R 0.5bn

14.4.2 Increase in claim numbers reported

In the last year there has been a large increase in the number of claims reported. However, the last year has seen
reductions in the accident statistics and only a 7% increase in the fuel sales. The actuaries were therefore concerned
that this increase in the number of claims reported could be due to other causes.

Increasing the projection of ultimate claim numbers reported in line with the increase in fuel sales for the 2007 and
2008 accident year would result in a decrease in the discounted liability of R1.5 billion.

For the 2007 and 2008 accident year, a combination of the Chain Ladder and BHF method is used. The fuel sales are
used as an independent estimate to project the ultimate number of accidents for a specific year. For the 2007 accident
year, 50% credibility is given to the Chain Ladder method and 50% credibility to the BHF method. For the 2008
accident year, 25% credibility is given to the Chain Ladder method and 75% credibility to the BHF method. Should
100% credibility be given to the Chain Ladder method for both the 2007 and 2008 accident years, the discounted
liability would increase by R3.5 billion.

14.4.3 Increase in number of large claims
Large claims are defined as any claim where the total payment amount is greater than R1 million. Over time a larger
number of claims will be expected to move into this category. The actuaries have assumed a 0.03% increase in the

conversion factor for each half year from 2003 until 2008.

Assuming a 0.01% increase in the conversion factor for each half year from 2003 until 2008, the discounted liability
will decrease by R1.2 billion.

Assuming a 0.05% increase in the conversion factor for each half year from 2003 until 2008, the discounted liability
will increase by R1.8 billion.
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14.4.4 Loss of earnings

It was noted that there has been a general decreasing
rate of conversion between claims reported and claims
paid for the loss of earnings class. Based on the
experience for 2003 and 2004, we have accepted this
decreasing trend for purposes of liability estimation. We
would however like to highlight that, should this trend
merely be an indication of delayed payment, then using
a higher conversion factor increases the liability for this
class by approximately R5.9 billion.

Further, the loss of earnings class has numerous
multiple payments. For this valuation, these payments
were grouped together and allocated to the first date of
payment. Should we instead group the payments and
allocate it to a weighted average date of payment, the
liability for this class would increase by R0.1 billion.

14.4.5 Undertakings

In the last year the assumptions for undertakings have
changed drastically. A number of new undertakings have
been created with relatively few payments being made.
This has caused a decrease in the undertakings liability.

However, using the 2007 assumptions, the 2008

undertakings liability would have been RO0.7 billion
higher.

Annual Report 2008 Road Accident Fund

Further, using the Chain Ladder method for the
undertakings based on the payments made to date
would release a further R2.2 billion from the current
discounted undertaking liability.

14.5 Material claims

A Swiss national has lodged a claim with the RAF in 2003
for injuries sustained in a motor vehicle accident which
occurred on 23 November 2002.

This is the largest claim which has been lodged against
the RAF — the amount claimed was R4.4 billion.

The RAF is 100% liable for the claimant's proven
damages as the merits of the claim were conceded by
the RAF in 2004 subsequent to the completion of the
merits investigations.

The claim was settled subsequent to year-end for an
amount of €42 million (approximately R525 million) of
which the RAF settled R62 million. The balance was
claimed from the reinsurers.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

15. OTHER PROVISIONS

Notes 2008 2007
R’000 R’000
Performance bonuses
A performance bonus scheme for management and staff was approved
by the Remunerations Committee of the Board. Proposed percentages
in terms of the reward programme were set for all levels of management
and staff. The liability provided for is based on past service up to
reporting date.
Opening balance 35151 -
Increase in the provision charged to surplus or deficit 32760 35151
Provision utilised (17 681) -
Provision reversed (17 470) -
32760 35151
Diesel refund
In terms of legislation, the RAF has an obligation to refund SARS for diesel
concessions granted to certain sectors of the economy. Due to timing
differences, the liability is estimated based on actual historical claims from
these sectors processed through SARS.
Opening balance 150 431 580511
Decrease in provision charged to surplus or deficit - (5 447)
Increase in the provision charged to surplus or deficit 775 959 150 431
Provision utilised (692 839) (575 064)
233 551 150 431
Settlement
A dispute arose between the RAF and a consulting firm.The consulting
firm alleges breach of contract, whereas the RAF alleges non-performance
in terms of the contract. A provision has been made in this regard. The
consulting firm is also claiming R19 million, which is still sub judice.
Opening balance 5063 5063
Total 271 374 190 645
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

16. REVALUATION RESERVE

The revaluation reserve arose on the revaluation of land and buildings. Where revalued land or buildings are sold, the
portion of the revaluation reserve that relates to that asset is effectively realised, and is, therefore, transferred directly
to the statement of changes in net assets.

Notes 2008 2007

R’000 R’000

Opening balance 58916 -
Revaluation of property - 58916
Closing balance 58916 58916

17. RETIREMENT BENEFITS

17.1  Post-employment pension benefit

The RAF operates a pension fund which provides benefits on both defined benefit and defined contribution plans for
permanent staff. This fund is administered on behalf of the RAF by pension fund administrators and is governed by
the Pension Funds Act, 1956 (Act No. 24 of 1956).

The Pension Funds Act requires a statutory actuarial valuation every 3 years.

The defined benefit plan fund was actuarially valued, using the projected unit credit method at 31 March 2008 and it
revealed that the assets of the fund represent 196.3% (31 March 2007 — 217.7%) of the future benefits. This is after
reserves have been provided for in terms of the Pension Funds Second Amendment Act, 2001 for existing members

from a date 12 months after the surplus apportionment date (31 March 2003).

The RAF is currently carrying out a surplus apportionment exercise. As the surplus apportionment has not yet been
approved by the Financial Services Board, the RAF has not recognised an asset in respect of the surplus.

A process of an apportionment of a pension fund surplus is currently in the process of being finalised.

The assets of the plan mainly comprise of investments. The investments are broadly in: equities (44.2%), cash (42.7%), 2
bonds(10.7%) and property (2.4%). =
z
The average remaining working lives of employees on the plan is 9.4 years and actuarial gains and losses exceeding =
the 10% corridor have been recognised over this period. Q
O
Notes 2008 2007 E:
R’000 R’000 Z
Staff costs
Defined benefit plan expense
- Current service costs 83 214 ~
- Interest costs 2203 2199 z
-Expected return on plan assets (4 986) (4479) 8
- Actuarial loss/ (gain) recognised in the current year 2 630 (3 155) é
- Movement in unrecognised post-employment benefit asset 140 5480
Total expensed in the statement of financial performance 24.1 70 259
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

Notes 2008 2007
R’000 R’000
The amount included in the statement of financial position
arising from the defined benefit plan is as follows:
Present value of plan liability: End of the year (27 819) (22 627)
Fair value of plan assets: End of the year 54593 49 260
26774 26 633
Unrecognised actuarial loss: End of the year 3113 3113
Unrecognised post employment benefit asset (29 887) (29 746)
Movements in the net asset / (liability) recognised in the state-
ment of financial position
Amount charged to the statement of financial performance (70) (259)
Contributions received by the fund 70 259
Closing balance - -
Actual return on plan assets
Expected return on plan assets 4986 A
Actuarial (loss)/gain on plan assets (2 505) 2601
Actual return on plan assets 2 48l 7 080
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The principal actuarial assumptions used for accounting purposes were as follows

Notes 2008 2007

R’000 R’000

Discount rate pre-retirement 9.25% 8.25%
Price inflation 6.25% 5.08%
Salary escalation 8.25% 7.08%
Pension increases 4.38% 3.56%
Post-retirement rate 4.67% 4.53%
Expected return on fund assets 10.41% 9.36%

Pre-retirement mortality

Post-retirement mortality
Proportions married

Expected return on assets

Present value of the obligation

Fair value of plan assets

Surplus/(Deficit)

Expected contributions to the plan during the subsequent financial period

Annual Report 2008 Road Accident Fund

SA56-62 ultimate, rated down three years for
females.

PA(90) rated down by one year.

100% of all future pensioners married at retire-
ment, husband four years older than the wife.

A blended average of the projected long-term
real returns for the various asset classes, with
allowance being made for price inflation, fees
and tax are used to determine the expected
return on assets.

Period R'000
2008 27 819
2007 22 627
2006 26 498
2005 24 341
2004 31 754

Period R'000
2008 54593
2007 49 260
2006 47 651
2005 36 601
2004 30 297

Period R'000
2008 26 774
2007 26 633
2006 21 153
2005 12 260
2004 (1457)

Period R'000
2009 63
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

The next actuarial valuation for the defined benefit plan is due on 31 March 2009.

17.2 Post-employment medical obligations

The RAF operates a post-employment medical benefit scheme that covers employees who were appointed prior to
1 May 1998.

The latest valuation of the RAF’s liability in respect of post-retirement benefits for the financial year-end was performed
on 31 March 2008 and it will be valued at annual intervals thereafter.

Twenty-four current pensioners qualify for this benefit and approximately 12% of employees are prospectively entitled
to this benefit. The initial liability and future increases thereof are charged to surplus or deficit.

No plan assets are shown as medical benefits are unfunded.

Notes 2008 2007
R’000 R’000
Staff costs
Post-employment medical benefit expense
- Current service costs I 050 [ 189
- Interest costs 191 | 141
- Actuarial (gain) recognised in the current year (212) (Feny
Total expensed in the statement of financial performance 24.1 2029 2219
Notes 2008 2007
R’000 R’000
The amount included in the statement of financial position
arising from the defined benefit plan is as follows:
Present value of plan liability: End of the year (21 091) (15 503)
Unrecognised actuarial (gain): End of the year (894) (4716)
Closing net (liability) (21 985) (20 219)
Movements in the net asset / (liability) recognised in the state-
2 ment of financial position
S Net past service (liability): Beginning of the year (20 219) (18 194)
é Amount charged to the statement of financial performance (2029) 2219)
= Contributions received by the fund 263 194
Q Closing net (liability) (21 985) (20 219)
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

The principal actuarial assumptions used for accounting purposes were as follows:

Notes 2008 2007
Discount rate 9.00% 7.75%
Health care cost inflation 8.00% 5.75%
Real discount rate 0.09% 1.89%
Normal retirement age 60.0 60.0
Expected average retirement age 59.1 59.0
Spouse age gap 3 years 3 years
Continuation at retirement 100% 1009
Proportion married at retirement 80% 80%
Mortality: Pre-expected retirement age SA1985-90 light.
Mortality: Post-expected retirement age PA(90).

Expected return on assets

Present value of the obligation

Expected contributions to the plan during the subsequent financial period

Sensitivity analysis

There are currently no plan assets set aside in
respect of the post-employment health care
liability. Therefore, no assumptions relating to
assets have been made.

The value of the accrued contractual liability
as at 31 March for each of the years are as

follows:
Period R'000
2008 21091
2007 |5 503
2006 14723
2005 14248
2004 13877
Period R'000
2009 338

Assumption Variation % Change in past- | % Change in service
service contractual cost plus interest
liability cost (contractual
liability)
Health care cost inflation +1% +20.4% +22.1%
-1% -16.0% -17.2%
Assumption Variation % Change in past- | % Change in service
service contractual cost plus interest
liability cost (contractual
liability)
Mortality +1% -17.0% -18.3%
-1% +22.1% +23.9%
Assumption Variation % Change in past- | % Change in service
service contractual cost plus interest
liability cost (contractual
liability)
Resignation rate +1% -7.2% -8.5%
-1% +8.4% +9.9%
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

18. NET FUEL LEVIES

Notes 2008 2007
R’000 R’000
Gross fuel levies 8 998 007 7622712
Less: diesel refund (775 959) (611 886)
Net fuel levies 8222 048 7010 826
19. INVESTMENT INCOME
Notes 2008 2007
R’000 R’000
Interest received from money market investments 180 751 237 537
Interest rent-a-captive 4 084 -
Other interest 68 75
Effect of discounting of long-term debtors (5 169) -
179 734 237 612
20. OTHER INCOME
Notes 2008 2007
R’000 R’000
Recoveries 255 273
Profit on sale of property, plant and equipment 370 -
Total other income 625 273
21. REINSURANCE INCOME
Notes 2008 2007
R’000 R’000
Income received in terms of high value claims insured by reinsurance
A companies 2334 26 527
'_
z
]
] 22, CLAIMS EXPENDITURE
=
n Notes 2008 2007
= R’000 R’000
@]
=z
2
O Claims paid 8764 175 6 599 875
Accruals for claims requested not yet paid 284 136 48 367
Reversal of prior year structured settlements - (485 433)
Reversal of accruals for claims requested not yet paid (48 367) (43 350)
Net increase in claims provision 6404 128 2510744
15 404 072 8 630 203
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)
23. REINSURANCE PREMIUMS PAID
Notes 2008 2007
R’000 R’000
Paid to reinsurers during the year 27 237 4906
24, OPERATING EXPENDITURE
The operating deficit has been arrived at after taking into account the following:
24.1  Staff costs
Notes 2008 2007
R’000 R’000
Staff costs 426 095 397 109
Included in staff costs are:
Contributions to defined benefit plan 17.1 70 259
Contributions to defined contribution plan 33121 28 325
Contributions to post-retirement healthcare benefit 17.2 2029 2219
At 31 March 2008, 1 810 staff members were employed by the RAF (2007: 1 711).
24.2 Administrative expenses
Administrative expenses include amongst others the following:
Notes 2008 2007
R’000 R’000
External audit fees 3062 3339
Directors' fees 27.1 2 831 2176
Directors' expenses | 557 411
Operating lease rental - buildings* 21796 22 232
Operating lease rental - equipment 997 I 036
Loss on sale of property, plant and equipment - 120
Other expenses 91 366 70 526
Total 121 609 99 840

*The RAF occupies a number of office premises which are under long-term operating leases. These lease agreements
range over periods varying between three to eight years and are subject to escalation of 8% to 10% per annum.

24.3 Finance costs

Notes 2008 2007
R’000 R’000
Interest paid 83 18
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

24.4 Depreciation and amortisation

Notes 2008 2007
R’000 R’000
Depreciation 10 12116 3396
Buildings 2967 -
Leasehold improvements - 4003
Motor vehicles 16l I 004
Office equipment | 828 37
Office furniture 1299 62
Computer equipment 486 (1'710)
Amortisation
Acquired software I 454 341
24.5 Irregular expenditure
The following items of irregular expenditure are being disclosed:
Notes 2008 2007
R’000 R’000
Irregular Expenditure
Fraud - Claims related 556 407

Fraud - Claims related: These are costs borne by the RAF as a result of fraudulent transactions processed through
the RAF claims payment system. Immediate steps were taken on discovery of the fraud to prevent further losses
through the methods that were used to perpetrate this fraud, and where possible, funds are in the process of being
recovered.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

25. CASH USED BY OPERATING ACTIVITIES

Notes 2008 2007
R’000 R’000

Reconciliation of net deficit to cash used in operations
Operating deficit for the period (7 586 925) (I 858 627)
Adjusted for non-cash items:

Depreciation of property, plant and equipment 24.4 12116 3396

Amortisation of intangible assets 24.4 454 34|

(Profit)/loss on sale of property, plant and equipment (370) 120
Carrying value of assets disposed (62) 231)
Proceeds on disposal 432 11
Recognition of Government grant 13 - (1 948)
Adjusted for items classified as investing and financing activities:
Investment income 19 (179 734) (237 612)
Effect of discounting 19 5169 -
Finance cost 243 83 I8
Adjusted for changes in provisions

Increase in provision for outstanding claims 6404 128 2510743

Increase in provision for employee benefits | 766 2025

Increase/(decrease) in provisions 80 729 (389 866)

(1 262 584) 28 590

Changes in working capital (26 772) (1 535 424)
Decrease/(increase) in receivables I 762 (35 586)
Increase in income receivable (302 433) (1026 509)
Increase in inventories (2077) -
Increase/(decrease) in payables and accruals 275976 (473 329)
Cash utilised in operations (1 289 356) (1 506 834)

26. RELATED PARTIES

The RAF is 100% owned by its shareholder, the Government of South Africa represented by the DoT. The RAF is a
Schedule 3A Public Entity in terms of the PFMA. The related party disclosures are in terms of the requirements of IAS
24 (AC 126) Related Party Disclosures and the specific guidance given by the South African Institute of Chartered
Accountants in conjunction with ED 223. The related parties of the RAF mainly consist of departments, State Owned
Entities (“SOE”"), other public entities in the national sphere of Government and key management personnel of the
RAF, or its shareholder and close family members of related parties. The list of public entities in the national sphere of
Government was provided by National Treasury on their website www.treasury.gov.za. National Treasury also provided
the names of subsidiaries of public entities.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

The following transactions were carried out with related parties:

Notes 2008 2007

R’000 R’000

Government grant not utilised 196 480 198 428
Less - Amounts recognised in the financial year 86 347 1 948
Recognised in statement of financial performance - | 948
Acquisition of new systems 86 347 -
Amounts transferred to the following year 110 133 196 480

Although the RAF transacted with other public entities within the national sphere of Government, none of the related
parties identified influenced or was influenced by the RAF during the reporting period and therefore no related party

transactions with other entities in the national sphere of Government are disclosed.

The following transactions were concluded with key management of the RAF in terms of employment contracts entered

into with the RAFE

Notes 2008 2007
R’000 R’000
Key management compensation 274 10 579 7299
27. BOARD AND EXECUTIVE MEMBERS’ EMOLUMENTS
The following members held office as the Board of the RAF during the year ended 31 March 2008.
27.1  Non-executive Board Members
Total em-
X ployment Annual fee
Members Office held Term cost 2008
R’000 R’000
V Mahlangu (Acting Chairman) Board Member I Apr 07 to 31 Mar 08 559 559
T Moyo Board Member I Apr 07 to 31 Mar 08 405 405
C | B Greeff Board Member I Apr 07 to 31 Mar 08 404 404
A KA Dasoo Board Member I Apr 07 to 31 Mar 08 353 353
H G Motau Board Member I Apr 07 to 31 Mar 08 404 404
S A Msibi Board Member I Apr 07 to 31 Mar 08 353 353
K E Moloto-Stofile Board Member I Apr 07 to 31 Mar 08 353 353
Sub-total 2831 2 831
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

27.2 Executive Board Members

Total employ- Incen- Pension  Medical
. Allow- . .
Members Office held Term ment cost Salary tive ances COI’l.tI"I- COI’l.tI"I-
2008 bonus butions butions
R’000 R’000 R’000 R’000 R’000 R’000
] R D Modise Chief Executive I Apr 07 to
Officer 31 Mar 08 5367 2451 1910 726 212 68
27.3 Executive Management
Total em- Incen- Pension  Medical
) Allow- . .
Members Office held Term ployment Salary tive ances COI‘ECI’I- con'trl-
cost 2008 bonus butions butions
R’000 R’000 R’000 R’000 R’000 R’000
A Gernandt Chief Financial I Apr 07 to
Officer 31 Mar 08 | 570 970 212 269 83 36
B Mbalu Executive Business | Apr 07 to
Development 31 Mar 08 | 251 721 227 233 6l 9
YRTenza Chief Operations I Apr 07 to
Officer 31 Mar 08 | 427 [ 114 - 209 95 9
AVilakazi Executive 3 Dec 07 to
Marketing and 31 Mar 08
Communications 369 246 - 74 36 I3
] Hlabangane = Human Resources 3 Dec 07 to
Executive 31 Mar 08 308 199 - 70 28 I
S Ramessur Chief Information | Jan 08 to
Officer 31 Mar 08 287 186 - 66 26 9
Sub-total 5212 3436 439 921 329 87
27.4 Summary
Total employ- Total employ-
ment cost 2008 ment cost 2007
R’000 R’000
Non-executive Board Members 2 831 2176
Key management 10 579 7 299
Executive Board Members 5367 3580
Executive Management 5212 3719
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

28. TAXATION

The RAF is exempt from taxation in terms of the provision
of section 10(1)(cA)(i) of the Income Tax Act, 1962 (Act
No. 58 of 1962) and section 16 of the Road Accident
Fund Act, 1996 (Act No. 56 of 1996).

29. FINANCIAL RISK MANAGEMENT
29.1 Overview

The RAF is exposed to a range of financial risks through
its financial assets, financial liabilities, reinsurance
assets and insurance liabilities. In particular the key
financial risk is that the proceeds from its financial assets
are not sufficient to fund the obligations arising from its
insurance contracts. The most important components of
this financial risk are credit risk, liquidity risk and market
risk (which comprises interest rate risk, currency risk and
other price risk). The risks that the RAF primarily faces
due to the nature of its assets and liabilities are liquidity
risk, interest rate risk and currency risk.

29.2 Creditrisk

The RAF has exposure to credit risk, which is the risk

that a counterparty will be unable to pay amounts in full

when due. Key areas where the RAF is exposed to credit

risk are:

* Reinsurers’ share of insurance liabilities;

* Amounts due from reinsurers in respect of claims
already paid;

*  Amounts due with respect to the motor finance
scheme and loans and bursaries;

¢ The ultimate amount due from the Rent-a-captive
indemnity policy; and

e Amounts due from fuel levy debtors (Income
receivable).

The nature of the RAF’s exposure to credit risk and its
objectives, policies and processes for managing credit
risk have not changed significantly from the prior period.

Potential concentrations of credit risk consist mainly of
short-term cash. Money market instrument operations
are only entered into with well established and reputable
financial institutions.

The remaining debtors of the motor vehicle scheme of
the RAF are at executive or management levels. The RAF
is the registered titleholder to all the vehicles involved
and all the vehicles are comprehensively insured.
Monthly installments are deducted directly from payroll.
This scheme has been discontinued.

It is RAF’s policy to grant bursaries and study loans to
employees relevant only to its line of business. Monthly
installments are deducted directly from payroll.

Deposits include an amount for an indemnity policy. The
indemnity policy is a director and officer indemnity policy
and insures the directors or officers of the RAF against
defined events. The deposit amount represents the
balance of the special experience account, an account
the insurer maintains for the purposes of recording this
policy. The insurer is a well established and reputable
financial institution.

Under the terms of reinsurance agreements, reinsurers
agree to reimburse the ceded amount in the event that a
gross claim is paid. The RAF, however, remains liable to
its claimants regardless of whether the reinsurer meets
the obligations it has assumed. Consequently the RAF is
exposed to credit risk.

The RAF monitors the financial condition of reinsurers

on an ongoing basis and reviews its reinsurance
arrangements periodically.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

The carrying amounts of financial assets and reinsurance assets included in the statement of financial position
represent the RAF’s exposure to credit risk in relation to these assets. At 31 March 2008, the RAF did not consider
there to be a significant concentration of credit risk which had not been adequately provided for.

CREDIT RISK ANALYSIS 2008
R’000
Counterparty categories Recoverable Doubtful Impaired
Fuel levy debtors | 882935 893
Sundry debtors [ 210 62|
Claims debtors 6924 -
Indemnity policy 53 531 -
CREDIT RISK ANALYSIS 2007
R’000
Counterparty categories Recoverable Doubtful Impaired
Fuel levy debtors | 564203 -
Sundry debtors 3 846 835
Claims debtors - -
Indemnity policy 49 000 =

29.3 Liquidity risk

Ultimate responsibility for liquidity risk management rests with the Board of directors, which has built an appropriate
liquidity risk management framework for the management of the RAF’s short, medium and long-term funding and

liquidity management requirements.

The RAF manages liquidity risk by maintaining sufficient cash reserves and by matching financial assets and liabilities

as far as is practical.

Reinsurance is also used to manage liquidity risk.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

LIQUIDITY RISK ANALYSIS 2008

Weighted aver-
age effective On demand 1-3 months 1-5 years Total

Financial liabilities .
interest rate

R’000 R’000 R’000 R’000
Trade and other creditors 33785 - - 33785
Claims creditors 284 136 - - 284 136
Total 317 921 - - 317 921

Weighted aver-
. ., age effective On demand 1-3 months 1-5 years Total
Financial assets interest rate

R’000 R’000 R’000 R’000
Cash and cash equivalents 9.21% I 192 406 - - | 192 406
Fuel levy debtors 313971 | 569 857 - | 883 828
Sundry debtors 891 - 940 | 831
Claims debtors 6924 - - 6924
Indemnity policy 8.95% 53531 - - 53 531
Total 386 036 2751 544 940 3 138 520
Net financial assets 68 115 2751 544 940 2 820 599

LIQUIDITY RISK ANALYSIS 2007

Weighted aver-
age effective On demand 1-3 months 1-5 years Total

Financial liabilities .
interest rate

R’000 R’000 R’000 R’000
Sundry creditors 18511 - - 18511
Claims creditors 48 367 - - 48 367
Total 66 878 - - 66 878

Weighted aver-
. . age effective On demand 1-3 months 1-5 years Total
Financial assets interest rate

R’000 R’000 R’000 R’000
2 Cash and cash equivalents 7.80% 664 363 | 740 000 - 2404 363
S Fuel levy debtors 260 700 | 303 503 - | 564203
é Sundry debtors 2 100 - 2 58] 4 681
|<_‘: Claims debtors - - - -
3 Indemnity policy 7.84% 49 000 - - 49 000
S Total 976 163 3043 503 2 581 4022 247

2

™ Net financial assets 909 285 3043 503 2 581 3 955 369
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

29.4 Market risk

Market risk is the risk that changes in market prices,
such as foreign exchange rates, interest rates and
equity prices will affect the RAF’s income or the value
of its holdings of financial instruments. The objective
of market risk management is to manage and control
market risk exposures within acceptable parameters,
while optimising the return on risk.

The RAF’s activities expose it primarily to the financial
risks of changes in interest rates and foreign exchange
rates.

29.5 Interest rate risk

Interest rate risk is the risk that the fair value or future
cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The RAF is exposed
to interest rate risk as it invests funds in the money
market at floating interest rates. As at 31 March 2008
no derivative financial instruments were used to manage
the RAF’s exposure to interest rate risk.

All'liquid funds are invested with registered South African
banking institutions with maturities of 90 days or less,

thereby minimising interest rate risk.

Interest rates of interest bearing debts are linked to the
prime bank overdraft rate.

Annual Report 2008 Road Accident Fund

The interest rate applicable on motor vehicle debtors,
study loans and bursaries is equivalent to the official rate
of interest for determining a fringe benefit as approved
by the Minister of Finance from time to time.

Interest rate risk sensitivity analysis

The sensitivity analysis for interest rate risk illustrates
how changes in the fair value or future cash flows of a
financial instrument will fluctuate because of changes in
market interest rates at the reporting date. For financial
instruments and insurance contracts, the sensitivity
is solely associated with the former as the carrying
amounts of the latter are not directly affected by changes
in market risks.

If interest rates had been 50 basis points higher/lower
and all other variables were held constant, the RAF's
deficit for the year ended 31 March 2008 would decrease/
increase by R 9.7 million (2007: decrease/increase by
R 15.2 million). This is mainly attributable to the RAF's
exposure to interest rates on its floating rate investments.
The sensitivity analysis has been determined based on
the exposure to interest rates for the RAF’s non-derivative
instruments at the financial reporting date. The analysis
was prepared assuming that the investments at year-
end were constant throughout the year. A 50 basis point
increase or decrease is used when reporting interest
rate risk internally to key management personnel and
represents management’s assessment of the reasonably
possible change in interest rates.
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

29.6 Currency risk

The financial items that are exposed to currency risk at statement of financial position date are claims that have not
been paid to foreign claimants yet, as well as the exposure on the acquisition of intangible assets in foreign currencies.
The engaging of forward cover is considered on a case-by-case basis if the period between making an offer and
final payment is material. As at 31 March 2008 no derivative financial instruments were used to manage the RAF's
exposure to foreign currency risk. The carrying amounts of RAF’s outstanding foreign currency denominated claims
are as follows:

Currency 2008 2007

(‘000) (‘000)
usD 5498 93
GBP 17,720 16,791
EUR 2,752 -

The following table details RAF's sensitivity to a 10% increase and decrease in the reporting currency against the
relevant foreign currencies. 10% is the sensitivity rate used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the reasonably possible change in foreign
exchange rates.

All foreign
USD impact GBP impact  Euro impact currencies
R’000 R’000 R’000 R’000
2008 4 505 28 969 3542 37016
2007 68 23 507 - 23575

The sensitivity analysis includes only outstanding foreign currency denominated claims at reporting date and adjusts
their translation at the period end for a 10% change in foreign currency rates. The figures above indicate an increase in
surplus or deficit where the presentation currency strengthens 10% against the relevant currency. For a 10% weakening
of the presentation currency against the relevant currency, there would be an equal and opposite impact on the
surplus or deficit and the balances above would be negative.
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FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

30. INSURANCE RISK MANAGEMENT

30.1 Overview

The RAF accepts insurance risk as it is mandated by
legislation to compensate victims of road accidents for
injuries suffered as a result of motor vehicle accidents.
The RAF is exposed to uncertainty surrounding the
timing, frequency and severity of claims under these
contracts.

This note presents information about the RAF’s exposure
to insurance risk and the RAF’s objectives, policies and
processes for managing this risk.

30.2 Reinsurance income

The RAF enters into reinsurance treaties with major
international reinsurance companies to cover cata-
strophic accidents. The RAF recovered R2.3 million
(2007: R26.5 million) from reinsurers during the current
financial year in respect of claims settled by the RAF

30.3 Foreign claims

Claims by foreign visitors to South Africa continue to rise
as the volume of visitors to the country increases. As the
bulk of these claims are paid in the applicable foreign
currency and these claimants also enjoy unlimited
benefits, foreigners’ claims have now come to dominate
high value claims. At 31 March 2008, 77% (2007: 79%)
of the value of the provision for outstanding claims in
excess of R5 million was made up of claims by foreign
nationals.

It is important to note, however, that the actual claimed
amount often exceeds the estimated value of the claim.
30.4 Claims reinsurance

In terms of section 4(1)(d) of the Road Accident Fund
Act, 1996 (Act No. 56 of 1996) the RAF may procure
reinsurance for any risk undertaken in accordance with

this Act.

Simultaneously section 51(1)(a)(i) of the Public Finance

Annual Report 2008 Road Accident Fund

Management Act, 1999 (Act No. 1 of 1999) qualifies a
condition that a public entity must ensure that it has and
maintains effective, efficient and transparent systems of
financial and risk management.

The RAF each year through its reinsurance brokers
procures reinsurance cover and negotiates a reinsurance
treaty for the RAF

The RAF's reinsurance treaties are all excess of loss
agreements. Therefore the reinsurers indemnify the RAF
for that part of the ultimate net loss (total amount paid)
which exceeds the retention amount, as per the relevant
treaty subject to an indexation clause as contained in
the treaties.

The RAF will only accept terms provided by reinsurers
with acceptable ratings. The ratings are done by
Standard & Poor and AM & Best which are international
quality rating companies.

The RAF currently places its limited reinsurance cover
with a South African company, AIG SA and the unlimited
cover is placed with reinsurers based in London.

The current limited cover has a set retention level of
R100 million and in terms of the treaty the reinsurer’s
liability is limited to pay up to R300 million per any one
loss occurrence event, on account of each and every
loss occurrence.

The unlimited cover placed in the London reinsurance
market provides for cover in excess of R400 million per
any loss occurrence event, on account of each and
every loss occurrence.

The RAF must report to reinsurers all losses (all claims
arising from an accident) likely to exceed the notification
amounts as specified in the respective reinsurance
treaties.

In terms of the reinsurance treaties the reinsurers
indemnify the RAF for that part of the ultimate net loss
(total amount paid) which exceeds the retention amounts
as specified in the treaties, subject to the indexation
clause.

The following table illustrates the notification amounts
and retention amounts for the respective annual
reinsurance treaties:
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)

Accident Year Notification Amount Retention Amount

1984/85 R 500 000 R I 500 000
1985/86 R 500 000 R | 500 000
1986/87 R 3000 000 R 5000 000
1987/88 R 3000 000 R 5000 000
1988/89 R 1000 000 R 2 500 000
1989/90 R 1000 000 R 3000 000
1990/91 R 1000 000 R 3 000 000
1991/92 R 1000 000 R 4 000 000
1992/93 R 1 000 000 R4 500 000
1993/94 R 2 000 000 R 4 500 000
1994/95 R 2 000 000 R 5000 000
1995/96 R 2 000 000 R 5000 000
1996/97 R 2 000 000 R 10 000 000
1997/98 R 5000 000 R 10 000 000
1998/99 R 5000 000 R 10 000 000
1999/00 R 7 500 000 R 15000 000
2000/01 R 15000 000 R 20 000 000
2001/02 R 15000 000 R 20 000 000
2002/03 R 15000 000 R 50 000 000
2003/04 R 15000 000 R 50 000 000
2004/05 R 15000 000 R 50 000 000
2005/06 R 15000 000 R 100 000 000
2006/07 R 15000 000 R 100 000 000
2007/08 R 15000 000 R 100 000 000

The RAF monitors its reinsurance risk on a quarterly basis by reviewing and updating reports to reinsurers which
indicates the current status with regards to matters reported to reinsurers. Further, regular reports are run against the
RAF’s data base to identify potential reportable matters, as a pro-active measure.

31. COMMITMENTS

The RAF leases various outlets and offices under non-cancelable operating lease agreements. The leases have
varying terms, escalation clauses and renewal rights.

The future aggregate minimum lease payments under non-cancelable operating leases are as follows:

Notes 2008 2007

R’000 R’000

Up to one year 21132 25 556
Two to five years 26 980 42 433
Total minimum lease payments 48 112 67 989

Annual Report 2008 Road Accident Fund
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NOTES TO THE FINANCIAL STATEMENTS
FORTHE FINANCIALYEAR ENDED 31 MARCH 2008 (CONTINUED)
32. CONTINGENCIES

The RAF has contingent liabilities in respect of the following:

32.1 Guarantees
The RAF has signed the following suretyships as at 31 March 2008:
ABSA Bank — Employees’ personal loans

The RAF has signed as surety to ABSA Bank Limited for personal loans granted to employees of the RAE The
maximum loan per employee was R30,000.

The total guarantee is R1.5 million. The personal loan scheme was terminated during May 2004. The balance of loans
outstanding as at 31 March 2008 is R9,211 (2007: R31,682) and will be phased out over the remaining periods. The
guarantee will be reduced in 2009.

ABSA Bank — Employees’ housing loans

The RAF has signed as Guarantor for housing loans granted by ABSA Bank Limited to employees of the RAE The
liability of the RAF was limited to 10% of each mortgage bond. The scheme has been terminated.

The total of the guarantee is R500,000. The amount pledged is R22,800 and the balance of the loans outstanding as
at 31 March 2008 is R Nil (2007: R313,586). The final amount was settled in March and the guarantee will be lifted

after year end.

The following local guarantees also existed at 31 March 2008.

2008 2007

Description Purpose R’000 R’000

SA Mutual Life Assurance Society Office accommodation Durban 300 300

Ryckloff Beleggings Office accommodation Johannesburg 5249 5249

Sound Props Investments Archives Cape Town 9 9
Gensec Property Services Office accommodation Pretoria 19 19 [
Apexhi Properties Limited Office accommodation Centurion 82 - =
Total local guarantees 5659 5577 5
Card facilities (fleet cards) 120 120 :<:
Guarantee for employee personal loans I 500 I 500 3
Guarantee for employee housing loans 500 500 é
Total 7779 7 697 =
=z
T

The RAF has ceded to ABSA Bank Limited a Special Deposit Account with a balance of R7,696,864 as at
31 March 2008 as security for the guarantees issued, facilities and loans granted by ABSA Bank Limited on behalf of
the RAF

SECTION 7
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32.2  Security furnished pending
finalisation of legal proceedings

The RAF has furnished security to the amount of
R150,686 in respect of legal proceedings pending.

The amount has been invested in terms of section
78(2A) of the Attorneys Act, 1979 in interest bearing term
deposit investment instruments at registered banking
institutions for the benefit of the RAF

32.3 Other contingent liabilities
The provision for outstanding claims is calculated by the

actuaries after taking into consideration relevant external
litigation costs in order to settle the claims.

However, due to the nature of the RAF Act and the
compensation scheme being based on delict, the
environment is inherently litigious. At any given time
the RAF is engaged in numerous litigated matters;
these matters being at different stages in the litigation
process. Certain of the litigated matters will have trial
dates allocated while others will be in the pre-trial stage
and others will have proceeded to trial and judgement
date is being awaited.

In addition, the RAF is involved in other commercial
and labour-related litigious matters. The quantum of
this exposure is not disclosed as these matters are sub
judice.
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GLOBAL REPORTING INITIATIVE (GRI) INDEX

An index to the Road Accident Fund Annual Report 2008 based on the Global Reporting Initiative (GRI) sustainability
reporting guideline criteria, as provided in the table below.
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P

GRI reference

Description

Reference in the Annual Report

Page

Strategy and analysis

Statement of senior decision-
makers, description

of impacts, risks and
opportunities

Profile
Message from the Acting Chairman
Message from the Chief Executive Officer

Inside front cover
30
33

Organisational profile

Organisational profile, details
and scale of

organisation, ownership,
significant changes

Profile

RAF locations

Contact information

Key data and ownership structure

Inside front cover
Inside front cover
Inside back cover
Inside front cover

introduced Vision, mission and core values |
Organisational overview 7
Risk management profile 108
Directors' report 120
Notes to the financial statements 128
Report parameters Report profile, scope and Profile Inside front cover
boundaries Turnaround strategy 8
Five-year review 10
Legal framework 12
Performance overview 29
Operational review 51
Performance against objectives 83
Sustainability report 89
Corporate governance 103
Report of the Auditor-General ['15
Report of the Audit Committee 18
Report of the Board 120
Statement of responsibility by the Board 122
Financial statements 124
Governance, commitments Governance, commitments to | Vision, mission and core values |
and engagements external initiatives Five-year review 10
and stakeholder engagement | Turnaround strategy 8
Performance overview 29
Corporate governance 103
Stakeholder engagement 89
Management approach and Economic performance, Five-year review 10
key performance indicators service offering, role and Performance overview 29
impact on SA economy, Performance against objectives 83
human resources Sustainability report 89
Financial statements 124
Environmental framework Global warming 94
Social performance Employment, labour/ Organisational development and change
indicators, management relations, management 95
labour practices and decent | occupational health and safety, | Employee relations 95
work training and skills Employee wellness 96
development, diversity and Employment equity 98
equal opportunities Training and skills development 100
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LIST OF ABBREVIATIONS/ACRONYMS

ACC
AMA Guides
Amendment Act
APB
ASB
AsgiSA
BEE
CEF
CEO
COIDA
Compact
COSATU
CSsC
Defence Act
DME
DoT
EBITDA
EE

ERP

ESS
Fineos
GAAP
GRAP
GRI
HPCSA
IBNR

ICF

IRBA

IT

KPI

LSS
MANCOSA
MBA
MFR
Minister
MSS
NHRPL
NRA

oD
PFMA
RAF

RAU
REMCO
RTMC
SAAPIL
SANDF

Accident Compensation Corporation

American Medical Association’s Guides to the Evaluation of Permanent Impairment

RAF Amendment Act, 2005 (Act No. 10 of 2005)
Accounting Practices Board

Accounting Standards Board

Accelerated and Shared Growth Initiative for South Africa
Black Economic Empowerment

Central Energy Fund

Chief Executive Officer

Compensation for Occupational Injuries and Diseases Act
Shareholder Compact and Performance Agreement
Congress of South African Trade Unions

Customer Service Centre

The Defence Act, 2002 (Act No. 42 0f 2002)
Department of Minerals and Energy

Department of Transport

Earnings Before Interest, Tax, Depreciation and Amortisation
Employment Equity

Enterprise Resource Planning

Employee Self Service

Claims Management Solution

Generally Accepted Accounting Practices

Generally Recognised Accounting Practices

Global Reporting Initiative

Health Professions Council of South Africa

The number of claims incurred, but not yet reported
International Classification of Functioning, Disability and Health
Independent Regulatory Board of Auditors
Information Technology

Key Performance Indicator

Law Society of South Africa

Management College of Southern Africa

Masters Business Administration

Minimum Funding Requirements

Minister of Transport

Management Self Service

National Health Reference Price List

National Roads Agency

Organisational Development

Public Finance Management Act

Road Accident Fund

Rand Afrikaans University

Remuneration and Human Resources Committee
Road Traffic Management Corporation

South African Association of Personal Injury Lawyers
South African National Defence Force
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SARS South African Revenue Services

SATAWU South African Transport and Allied Workers Union
SOE State Owned Entities

SuU Stellenbosch University

TAC Transport Accident Commission

TPD Transvaal Provincial Division of the High Court of South Africa
UCT University of Cape Town

UKZN University of KwaZulu-Natal

UN University of Natal

UNISA University of South Africa

UP University of Pretoria

UPFS Uniform Patient Fee Schedule

VCT Voluntary Counselling and Testing

WHO World Health Organisation

WITS University of Witwatersrand

WSP Workplace Skills Plan
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HEAD OFFICE:

38lda Street, Menlo Park
PRETORIA, 0081

P/Bag X2003, MENLYN, 0063
Tel: (012) 429 5000

PRETORIA:

Sanlam Centre, 252 Andries Street
PRETORIA, 0002

PO Box2743

PRETORIA, 0001

Tel: (012) 3925000

CUSTOMER CARE SHARE CALL NUMBER:

ANONYMOUS FRAUD HOTLINE:

WEBSITE:

AUDITORS:

BANKERS:

Detal

DURBAN:

The Embassy Building, 12th Floor
199 Smith Street, DURBAN, 4001
P/Bag X54371, DURBAN, 4000
Tel: (031) 3652800

JOHANNESBURG:
Marble Towers, 29th Floor
212 Jeppe Street
JOHANNESBURG, 2001

P/Bag X02, JOHANNESBURG, 2000
Tel: (011) 2230000

0860235523

08000059 19

www.raf.co.za

Auditor-General

ABSA Bank

CAPE TOWN:

1 Thibault Square, 8th Floor

Long Street, CAPE TOWN, 8001
PO Box 2443, CAPE TOWN, 8000
Tel: (021) 408 3300

EAST LONDON:

Metropolitan Building, 4th Floor
c/oDrury Lane & Caxton Street
EAST LONDON, 5201

P/Bag X9000, EAST LONDON, 5200
Tel: (043) 702 7800
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